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JUDGE HAYNES: Pursuant to the direction of the
I'1linois Commerce Comm ssion, we now call Docket
No. 14-0312. This is Commonweal th Edi son Conpany,
Annual Fornula Rate Update and Revenue Requirement
Reconciliation under Section 16-108.5 of the Public
Utilities Act.

May have the appearances for the
record pl ease

MR. BERNET: On behalf of Commonweal th Edi son
Conpany, Richard Bernet, B-e-r-n-e-t; and Clark
Stal ker, S-t-a-l-k-e-r, 10 South Dearborn,

Suite 4900, Chicago, Illinois 60603, (312) 394-3623.

MR. RIPPIE: And also on behalf of Conmonwealth
Edi son Conmpany, G enn Ri ppie, Rooney, Rippie, &

Rat naswanmy, LLP, 350 West Hubbard Street, 600,
Chi cago, 60654.

MS. CARDONI: On behalf of staff w tnesses for
the Illinois Commerce Comm ssion, Jessica Cardoni,
John Feel ey and Kimberly Swan, 160 North LaSall e,
Suite C-800, Chicago, Illinois 60601.

MS. SATTER: Appearing on behalf of the people

of the State of Illinois, Susan L. Satter and Saneer
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Doshi, 100 West Randol ph Street, Chicago, Illinois
60601.

MS. HICKS: On behalf of the Citizens
Utility --

JUDGE HAYNES: | don't think that m crophone is
on.

MS. SATTER: Now, it's on

MS. HI CKS: On behalf of the Citizens Utility
Board, Christie Hicks and Julie Soderna, 309 West
Washi ngton, Suite 800, Chicago, Illinois 60606.

MR. ROBERTSON: Ryan Robertson, Lueders,
Robertson and Konzen, 1939 Del mar, Granite City,
I1linois 62040, on behalf of Abbott Laboratories,
I nc., AbbVie, Inc., Caterpillar, Inc., Chrysler
Cor poration, Anchorage (phonetic) Energy, LP,
ExxonMobi | Power & Gas Services, Inc., Ford Motor
Conpany, General Iron Conpany, Sterling Steel
Conpany, Thermal Chicago, University of | Illinois,
collectively known as the Illinois Industrial Energy
Consumer s.

JUDGE HAYNES: Are there any further

appearances?
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MS. HAMMVER: On behalf of the Illinois Chamber
of Conmmerce, Jennifer Hammer, 215, East Adans Street,
Springfield, Illinois 62701.

JUDGE HAYNES: Are there any nore?

(No response.)

Let the record reflect there are none.

The first thing that needs to be
addressed this morning are the various outstanding
petitions to intervene.

So | believe that there is one from
the Illinois Chamber of Commerce.

Ils there any objection to granting
that petition to intervene?

(No response.)

Hearing none, it's granted.

Next is a petition for |eave to
i ntervene on behalf of Chrysler Corporation and
Abbott Labs as part of I1EC.

Ils there any objection to granting
that petition to intervene?

(No response.)

Hearing none, it's granted.
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Al so, the petition to intervene of --

JUDGE TEAGUE KI NGSLEY: The next is University

of Illinois and Thermal Chicago Association of 11EC.

Are there any objections?

(No response.)

Hearing none, that petition is
grant ed.

Next is the petition filed by

Anchorage (phonetic) Energy, LLP, member of IIEC, are

t here any objections?

(No response.)

That petition is granted.

Ford Mot or Conmpany and Sterling Steel
Conpany, LLC, also nenbers of IIEC, are there any
obj ections?

(No response.)

That petition is granted.

AbbVie, Inc., as members of II1EC, any
obj ections?

(No response.)

That motion is granted.

General lron I ndustries, Inc., and
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Caterpillar, Inc., as members of |II1EC, any
obj ections?

(No response.)

That petition is granted.

ExxonMobi | Power and Gas Services, Inc
as a menmber of IIEC, are there any objections?

(No response.)

That petition is granted.

The Il linois Chanmber of Comerce, are
t here any objections to that petition?

(No response.)

That petition is granted.

JUDGE HAYNES: | think we're ready to go ahead
with the first witness.

ComEd?

MR. RIPPIE: Very well. Your Honors, the
Conpany's first witness is M. James VWarren.

Woul d Your Honors like to swear in all
of the witnesses that are physically present now or
woul d you prefer to do it at the time?

JUDGE HAYNES: We will go through and introduce

them and swear themin one at a tinme.
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Does Staff want to be able to see the
wi t ness?
MS. CARDONI : | think so, | will move over
here.
JUDGE HAYNES: Good nmorning, M. Warren.
THE W TNESS: Good nor ni ng.
JUDGE HAYNES: Pl ease raise your right hand.
(Wtness sworn.)
JAMES |. WARREN,
called as a witness herein, having been first duly
sworn, was exam ned and testified as follows:
DI RECT EXAM NATI ON
BY
MR. RI PPI E:
Q Good morning, M. Warren.
Coul d you please state and spell your
full legal name for the record.
A My name is James |I. Warren; J-a-me-s, |.,
Wa-r-r-e-n.
Q And, M. Warren, have you prepared rebutta
testinony for subm ssion to the Illinois Commerce
Comm ssion in this docket?
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A Yes, | have.

Q | s the docunment designated as Conmmonweal t h
Edi son Exhibit 23.0 consisting of 15 narrative pages
t hat testimony?

A Yes, it is.

MR. RI PPI E: For the record, Your Honors, that
document was filed on E-docket on 7/23/14, and it was
filed as part of the file bearing docket ID
No. 216811.

BY MR. RI PPI E:

Q M. Warren, was Commonweal th Edi son
Exhi bit 23 prepared under your direction or by
yoursel f?

A Yes, it was.

Q Do you have any additions or corrections to
make to Comonweal th Edi son Exhibit 23.07

A | do not.

Q If I were to ask you the same questions as
appear on that exhibit, would you give the Comm ssion
the same answers today?

A | woul d.

Q M. Warren, have you al so prepared or
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prepared under your direction and control the
surrebuttal testimony for subm ssion to the Illinois
Comerce Comm ssion in this docket?

A Yes, | have.

Q | s that Commonweal th Edi son 33 for
identification?

A Yes, it is.

MR. RIPPIE: Your Honors, that document
consists of 12 narrative pages. It was filed on
E- docket on 8/21/14 as part of filing ID No. 218041.
BY MR. RI PPI E:

Q M. Warren, do you have any additions or
corrections to make to ComEd Exhibit 33.07?

A No, | don't.

Q If I were to ask you the same questions as
appear on that document, would you give the
Comm ssion the same answers today?

A Yes, | woul d.

MR. RIPPIE: Thank you.

Your Honors, M. Warren is now

avail able for cross-exam nation, and | would offer

Exhi bits 23.0 and 33.0 into evidence.
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JUDGE HAYNES: |s there any objection to
admtting 23.07

(No response.)

And hearing none, those ComEd exhibits
are admtted.

(Wher eupon, ConEd Exhibits 23.0
and 33.0 were admtted into
evi dence.)

JUDGE HAYNES: Who is up first?
MS. SATTER: | believe | am
JUDGE HAYNES: Okay.

CROSS EXAM NATI ON

BY

MS. SATTER

Q Good morning, M. Warren.

My name is Susan Satter. | represent
t he People of the State of Illinois. | have a few
guestions for you.

First, in your direct testimny --
excuse me -- you only have rebuttal testinmny and
surrebuttal testinony.

A Yes.
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Q In your rebuttal testinmony at Page 2, you
say you don't believe the issue related to the income
tax treatment of the reconciliation needs to be
conplex or difficult, right?

A That's correct.

Q So let me ask you this, do you agree that
interest is paid to conpensate for the time val ue of
nmoney?

A Yes, | do.

Q And if money is spent in advance before the
revenues are received, interest can conmpensate for
the time value of that noney, right?

A Coul d you repeat that.

Q | said if noney is spent, for example,
taxes are paid before the revenues for those taxes
are received, interest can conmpensate for the time
val ue of money?

A Well, you're talking there about two --
three different parties. There is a party in the
m ddl e - -

Q Wai t . Hol d on. Let me strike the question

because | think it's confusing.
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Let nme ask you this: | f rmoney is not
spent, then there is no time value of money | ost

because the money hasn't been spent?

A No, | wouldn't say that.

Q Now, you use two models in what you call a
prescribed interest and a cost-based nodel; is that
right?

A That's correct.

Q Okay. And you were asked in a data
request, AG 8.02, to provide citations to sources
where these ternms were used.

Do you recall that?

A | do recall that, yes.

Q And you responded that the phrases
"prescribed interest” and "cost-based interest" are
not of M. Warren's invention; is that right?

Do you recall that?

A Yes, | do recall that.

Q Okay. And you were asked to provide
citations to sources where the theory of "prescribed
interest"” is addressed.

Do you remember that?
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A | do.
Q And you provided a response -- you provided
a reference to the | CC Docket No. 13-0533, right?

A Hol d on. Let me try to get the data

request, 1f | may.
Q | can provide it to you.
A |'ve got it. Can you give ne the number of

t he data request please.
Q 8.02.
A Yes, | do reference that docket, that
order.
Q And you did not provide any other
citations, did you?
A | did not.
Q And you did not provide any attachments?
A No, | did not.
Q Now, you say in your response that you
chose the terms quote:
"Because you i ndependently believe
t hey are appropriate terns."”
s that right?
A That's correct.
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Q Does that mean that you believe that the
terms described the nodels you present?
A They do.

Q And when did you first present those

A | believe it was in rebuttal testinony.

Q And is that when you first presented them
to ComEd, as well?

A Probably, yes.

"' m not absolutely sure whether they
were made in a phone conversation prior to that, but
it's entirely possible it was first drafted in the
rebuttal testinony.

Q So you devel oped them for purposes of
analyzing the situations presented in this case?

A Yes, | did.

MR. RI PPI E: Hol d on. | object to the question
as anbi guous.

By "them " do you mean the nodels or
the names? You asked about both.

MS. SATTER: Thank you

The nmodel s.
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THE W TNESS: The nmodels, | don't believe are
anmbi guous.

MS. SATTER: Oh, no, no, no. It wasn't whet her
t he model s were ambi guous. He t hought ny question
was anbi guous.

THE W TNESS: Sorry. Sorry.

MS. SATTER: He was criticizing me, not you.
Don't worry.

THE W TNESS: That's okay then
BY MS. SATTER

Q Wth that clarification, though, your
answer remains the sanme?

A Woul d you repeat the question. | " m sorry.
Or shall the --

Q | will repeat it.

The questi on was:

Did you devel op the nodels presented
in your testimony for purposes of addressing the
situation in this case?

A Yes.
Q Now, | would like to refer to your rebuttal
testinony on Pages 7 and 8.
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Now, here you present an exanpl e at
Line 135, and followi ng you use an example with the
rate base is financed by 100 percent equity, right?

A 100 percent? |'m sorry.

Page 7 -- yes, | do.

Q Okay. And is it your experience that the
return on equity is referred to as interest?

A Return on equity?

Q Yeah.

A No, it's not.

Q Now, do you agree that interest associ ated
with the debt component of a utility's capital
structure is generally not grossed up for taxes in
rat emaki ng?

A In determning a pre-tax rate of return,
generally, the interest component of a utility
capital structure is not grossed up, that's correct.

Q And would you al so agree that the size of
t he debt component in a utility's weighted average
cost of capital will generally inpact the increnmental
income tax cost incurred as a result of the return,

of the overall return?
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A Can you give me an exanple of what you nmean
in terms of the inmpact that you're trying to
val i dat e.

Q So, for exanple, if a capital structure has
55 percent debt and 45 percent equity, conpared to a
capital structure with 60 percent debt and 40 percent
equity, is it correct that the incremental income tax
associ ated with those two capital structures will be
different?

A The incremental income tax is a function of
the equity conponent.

Q The size of the equity conponent?

A The size of the equity conponent and the
cost of the equity conmponent.

Q Okay. So as the debt component gets
| arger, obviously, the equity component, you would
expect to get smaller; is that right?

A It has to equal 100 percent, so if one goes
up, one has to go down, but the cost of the equity
conponent m ght go up.

Q Okay.

A And so that would offset the inpact -- that
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woul d i ncrease the tax component.

Q Can you refer to Page 8 of your testinony,
basically, Lines 161 to 167.

A Yes, | am there.

Q And | believe it's the sentence begi nning
at 164. You say the application of this model, being
the cost-based model to the reconciliation under
coll ections anmount would therefore apply the
WACC-derived interest rate; i.e., the grossed-up rate
to the reconciliation under collection reduced by the
associ ated added bal ance?

A Yes, that is what it says.

Q Do you agree that if the Comm ssion wanted
to reflect the actual cost to ComEd a financing
reconciliation balance, it would be necessary to
reduce the reconciliation balance by the associ ated
added to accurately reflect the company's cost?

A | would say that if the Comm ssion
determ ned that the cost-based paradigm with what
applied -- first of all, we have the issue about the
equity gross up, which is inconsistent with that
model , but that aside, if that were consistently
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handl ed, then the ADI T bal ance to the extent that it
represented a real cash inpact, should be reflected
in the calculation of the base to which the interest
rate i s attached -- applied. ' m sorry.

Q Appl i ed.

So if the actual impact or the extent
of the impact of the income tax on reconciliation
bal ance can be determ ned, then that should be
reflected to calculate the actually reconciliation
bal ance to which interest should applied?

A In a cost-based paradigm consistently
applied, if you if you recognize the proper interest
rate, it should be applied to the proper base, the
proper base would consist of the reconciliation
bal ance, modified by an actual cash tax inmpacts.

Q Now, would that in effect mean that
rat epayers are not charged interest on taxes that the
company had not paid because they had not received
the revenues for those taxes?

A Woul d what mean that?

Q The adjustment to the reconciliation

bal ance for before the application of interest?
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A Okay. Now, |'m sorry. Repeat that one

more time for me.

Q Okay. Does that adjustment that you just

tal ked about, the cost-based adjustnment that we just

t al ked about, would that mean in effect that

rat epayers are not charged interest on taxes that

the

company had not yet paid because the company had not

yet received the reconciliation revenues?
A In a cost-based nmodel, what you're trying
to do is -- what you're attenpting to do is

conmpensate to make the company whole for its costs,

So you're passing through its costs.
To the extent that its costs are
i mpacted by tax consequences, cash tax flows --

actual tax cash flows, then those are taken into

account .
Q Okay.
A Does that answer the question?

Q Yes, it does actually. Thank you.
Now, you state in your rebuttal
testi nony whi chever of the two nodels one chooses,

you cannot argue inconsistently, right?
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You believe you have to use one nodel
or the other in connection with all reconciliations,
right?

MR. RIPPIE: MWhich question are you putting to
him? Those are two different questions and one of
themis a quote from his testinony, apparently, and
the other is a nore general question.

MS. SATTER: Okay.

BY MS. SATTER

Q s it your belief that whichever of the two
model s one chooses, one nmust use them consistently?

A |f you select one of those two models, they
shoul d be applied consistently.

Whi chever nodel you choose has two
components; the conponents ought to be consistent.

Q And you believe that the Attorney General's
wi t nesses, Mr. Brosch and M. Effron do not apply the
model s consistently; is that correct?

A Well, | think they -- nmy view is they take
two different positions with respect to nodels.

M. Effron is the one that selects a
model and asserts that he's applying it consistently,
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but | don't believe the model he selects, the
cost-based model, is one that the Comm ssion has
endorsed. And | don't believe that he has -- he
tries to pound a round peg into a square hole, as far
as |I'm concerned with that |ine of argunent.

Q Now, you have not testified for
Comonweal th Edi son in any of the previous formula
rati ng proceedi ngs, have you?

A No, | have not.

Q And you have not testified for the Ameren

I11inois Conmpanies either, prior to this year?

A Prior to this year, that's correct.
Q In their formula rate cases?
A ' m sorry. You're right.

Q Okay. Now i n accepting your assignment --

A Let me --

Q My question is: \Whether you represent --
whet her you testified on behalf of Ameren Illinois in
any of its fornula rate cases?

A Yes, that's what I'mtrying to --
consi deri ng.

Not on this issue, for sure.
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Q Okay.

A | s that good enough?

Q Yes.

A Never addressed this issue before.
Q Ri ght .

A Okay.

Q And when you accepted your contract to do
this case, did you beconme famliar with the
reconciliation-related income tax issues fromrecent
I CC, Illinois Conmerce Comm ssion, formula rate cases
or appeals, did you review what had conme before this
case?

A | reviewed a few documents. | reviewed the
order. | don't know if it was a reconciliation case,
now. You're getting nore technical than |I'm capable
of .

But | have reviewed at | east one prior
order that addressed this issue for ComEd and a
coupl e of pieces of testinmony.

Q Did you know that from your work in
preparing for this docket, whether your client,
Commonweal t h Edi son, has previously advocated for a
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cost-based approach by seeking an income tax gross-up
or factor for the WACC reconciliation interest rate?
MR. RI PPI E: | objection to the
characterization inherent in the question, that
Commonweal t h Edi son has done that.
That's an unproven fact and, in fact,
it's one we would dispute.
MS. SATTER: That's why |'m asking the w tness
the witness has the right to answer "yes" or "no."
MR. RI PPI E: No. You asked himif he knew
somet hing and then made a statement that's a fact.
And |I'm making clear, that I'm
objecting to the characterization. "' m not objecting
to the witness telling you anything about his
knowl edge.
| f he has knowl edge or doesn't have
knowl edge about ConEd's position, he will tell you.
' m objecting to the characterization
of the question.
MS. SATTER: The question is whether he knows.
JUDGE HAYNES: Can | have the question read
back.
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(Wher eupon, the record was read
as requested.)

JUDGE HAYNES: You can answer whet her you know
or not.

THE W TNESS: It's my understanding that the
company had endorsed or supported an income gross up
in the conputation of the applicable rate
BY MS. SATTER

Q And do you know whether in the same case
ComEd advocated -- excuse me -- do you know whet her
ConEd has previously argued that the
reconciliation-related added bal ance not be used as
an offset to the reconciliation balance as proposed
by M. Effron in this case?

A It is my understanding that they did
opposed the reduction of the base by an added
bal ance.

Q Okay. So there was an inconsistency there;
is that correct?

A Not necessarily.

Q Oh, so it's not inconsistent for ComEd to

argue for the gross up of the interest rate, while at
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the same time, opposing the adjustment of the
reconciliation balance for income taxes?
A No, it depends on the basis for objecting
to the recognition of the ADI T bal ance.
If the basis for opposing it is that

there was no cash benefited produced, no cash

benefit, for instance -- for exanple, if the deferral
of the -- receipt of the reconciliation balance and
the tax i nposed on the -- in its receipt, didn't

reduce the conmpany's tax liability, for instance,
because it had an operating | oss anyway, there was no
cash benefit associated with the deferral and,

t herefore, they -- the pay shouldn't be reduced or
you couldn't know it.

The point is, the consistency is that
you can consi der tax and should consider tax
consequences in a cost-based nodel.

Now, what those tax consequences are
is an entirely different question.

There could be tax consequences equal
to the balance or there could you be no tax

consequences at all, in which case there wouldn't be
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an offset, but that's a fact determ

model determ nati on.

nati on, not a

Q So there are some circunstances where you

woul d make the adjustments you recommend in your

testinony on the cost-based model
could be circumstances that

A Not the gross-up piece.

but then there

woul d modify that?

matter. It would be the deferred tax piece because

that's supposed to capture cash --

you know, cash

The rate woul dn't

consequences.
Q So you would sever the two?
A Yes - -
Q It's possible to sever the two?
A Well, they're not severed, they're rel ated

in terms of consistent treatnment.

You coul d consi der

and shoul d consi der

Q | believe this is in your

one, if it exists;

it, if it exists.

surrebutt al

testi nony. Let nme doubl e-check before | direct you

t here.
Okay.

begi nni ng on Page 5,

I n your surrebuttal testinmony,

you tal k about

you respond to
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M. Brosch's citation to an Hawaii case; is that
right?

A Yes, | do.

Q Okay. Now, you were not personally
involved in the Hawaii docket that M. Brosch
di scussed, were you?

A Unfortunately, |'ve never been to Hawaii.

Q Okay. Have you represented any Hawai
utility in connection with decoupling or revenue
reconciliation?

A No.

Q So you offered no testimony or exhibits in
t he Hawaii case?

A | did not.

Q And you were not subject to the
confidentiality agreement in that case, so you would
not have received protective material s?

A No. | didn't know there was a protective
agreement .

Q Now, at Page 6, Line 115 -- |I'm sorry --
112. |'m starting at 112, you say that the PUCH,
which is the Public Utility Comm ssion of Hawaili
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ordered the use of the short-term debt rate finding
that the rate is consistent with principals espoused
by the parties that support the use of a short-term
debt rate, correct?

A Yes.

Q Okay. And they -- the Hawaii PUC, applied
this short-term debt rate to a revenue decoupling

mechani sm correct?

A It applied it to a bal ance.
Q Okay.
A And | understand that bal ance to be a

function of a revenue decoupling mechanism yes.

Q So a reconciliation balance of some sort?

A Some sort.

Q Okay. And then you conclude that this is
cost-based approach, right?

A Yes.

Q Okay. So is it your understanding that in
t he Hawaii situation, the Comm ssion concluded that
the short-terminterest cost was the actual cost to
the utility for the lag in receiving the

reconciliation revenue at issue in that docket?
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A Al'l I have done is read the order and that
seemed, to me, where they came out; although, they
didn't have a statute that designated a particul ar
rate.

Q That's right.

So their cost-based rate, was a
short-terminterest rate; is that correct?

A That was my understandi ng.

Q And do you agree that the short-term
interest rates currently are less than 1 percent?

A | have no idea.

Q You don't know what the short-terminterest
rates are?

A | know what |'m getting on ny bank
accounts, and it's a lot less than 1 percent,
so --

Q Okay.

A But I don't know what corporations'
short-term debt rates are.

Q Okay. Now, at Lines 119 and | ater, you
i ndicate that the Hawaii PUC did not order that the

reconciliation amount be reduced by the utility's
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added bal ance.

s that your understandi ng of the
order?

A From my reading of the order, there was no
such requirement inmposed.

Q So do you understand that the utility
removed that tax effect voluntarily?

A There was no -- again, in the context of
the case, the peculiar context of that case, there
was no difference, as there is here between -- the
conpany reported the deferred income as taxable
currently, which is not what ComEd does.

So there was no difference between the
book reporting and the tax reporting as there is
here. So it was a different situation.

It was only once the conpany changed
its method of accounting for tax purposes that that
difference was created and that was after the order
was i ssued.

Q And so going forward, did the order address
that situation, that difference where there was a
book-tax difference?
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A Well, | think what the order did was -- or
t he order strongly suggested, shall we say, that the
company do somet hing about its tax reporting
practice. The conmpany then went ahead and did
somet hi ng about it, and then submtted a letter to
t he Conmm ssion saying, we changed our method, and we
are reducing the base by the tax effect of our
change, but the Comm ssion never said they had to do
t hat .

Q But the conpany filed a letter indicating
that they would do it?

A That they do it.

Q That they did it?

A They did do it.

Q Whet her the Comm ssion ordered it or not,
in fact, the company did treat the reconciliation
bal ance the way M. Brosch described it?

A They treated it consistently with a
cost-based approach.

Q Okay. On Page 11 of your surrebutta
testinony, you testified that the fact that |I'm
inserting the statute denom nation interest is
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conmpletely irrel evant.

s that your position that the fact
that the statute causes the reconciliation amunt
interest is irrelevant?

MR. RI PPI E: May have a citation, Susan, other
t han t he page nunber --

MS. SATTER: | think |I said Page 11, Line 225.

THE W TNESS: The fact that the statute
dom nates the interest is irrelevant for determ ning
t he applicable nmodel.

It is interest, as far as customers
are concerned, or maybe it's just the price of
electricity, as far as customers are concerned. That
is irrelevant to the nodel that's applicable.

BY MS. SATTER

Q So you didn't take that into consideration
in devel opi ng your nodel s?

MR. RI PPI E: | object to the question as
anmbi guous. Take what into consideration?

MS. SATTER: The | anguage of the statute.

THE W TNESS: No, | wouldn't say that. | think
el sewhere in nmy testinony, | state that the statute
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refers to the inposition -- okay. Let me rethink
this for a second.

G ve me the question one nore time. I
think I may have an answer for you, but | need to
hear it one nmore tinme.

BY MS. SATTER

Q My question was whether the |anguage of the
statute affected the nmodels you presented.

A It didn't impact the devel opment of the
model s, the identification, the description of the
model s.

The fact that the statute calls this
"Iinterest" is consistent with the prescribed interest
rate model; that it doesn't |look to the costs that
were incurred or are incurred by ConEd.

It's a prescribed interest rate that
is applied to a balance, so | would not say that the
statute was conmpletely irrelevant in the application
in determ ning which of the two nmodels is applicable,
but it was irrelevant in determ ning -- in describing
the models to begin with.

Q Did you consi der any other | anguage of the
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statute in devel oping your model s?

A The statute was not instrumental in
devel opi ng the model s. It was -- | | ooked at the
statute to see whether there was an indication as to
whi ch nmodel was applied and | | ooked to the
Comm ssion's prior order to see how the Comm ssion
had interpreted the statute and concl uded that the
statute could be interpreted as inposing a prescribed
interest regime and that the Comm ssion' prior
interpretation was consistent with that.

Q Did you consi der any other section of the
statute other than that | anguage about applying

interest to the reconciliation bal ance?

A No.
Q When | say "the statute" | mean 16-108. 5.
A Ri ght .
No, the only section to the statute
that | | ooked at were the ones that were relevant to

the interest conmputation.
Q Now, you were hired by ConmEd for this case?
A Technically, by the law firm

Q Okay. And you're being paid an hourly rate

48



10

11

12

13

14

15

16

17

18

19

20

21

22

for this case?

A | am

Q What is your hourly rate?

A $815.

Q Ils there a flat fee or are you charging the
customer or your client strictly hourly?

A Hourl y.

Q Ils there a cap?

A There is not.

MS. SATTER: | have no further questions.
Thank you

MR. RI PPI E: May we have about 2 m nutes, Your
Honor s.
JUDGE HAYNES: Yes.

REDI RECT EXAM NATI ON

BY
MR. RI PPI E:
Q M. Warren, if you recall, Ms. Satter asked

you about your surrebuttal testinmony, Commonwealth
Edi son Exhibit 33, and in particular a portion

t hereof that contained a phrase that said "interest
was irrelevant.” | believe that was on Page 11 of
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your surrebutt al

A

Q

guesti ons about

Do
Yes, |

Now, Ms

was irrelevant in

Was t hat

testinony -- that

descri bing the relevancy of

A

Q

record,
A

cont ext:

No, it
Can you
just so i

testi nony begi
you see that?
do.

. Satter asked

whet her the den

nning at Line 225.

you a series of

om nation of interest

the context of the statute.

sentence of y

was not .

read the ful

the context in which your

our testinony was

i nterest?

sentence into the

t's clear -- after the siren.

Let me read the sentence before so it's

"Focusing on the payments made

bet ween ComEd and

further t

anount of

he anal ysi s of

ConEd' s cost

its customers does not

the nature or

to finance or

benefit from holding the reconciliation

bal ance.

"The fact that the charge or credit

Vi s-a-vVvis

its customers

is denom nat ed

n
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interest is conpletely irrelevant.

"ComEd is required to charge or
credit that interest in precisely the same
amount whet her ConEd's actual source of
financing, its reconciliation balance is
its WACC, all equity, all short-term debt
or even the proceeds of a wi nning
lottery ticket."

Q Can the word "interest" be used to refer to
both revenues or costs?

A Yes. It will be used, you know, in both.
There is an interest cost inmposed on the customer and
then ComEd's creditors impose an interest cost on
ConEd and they are separate and distinct.

Q When you refer to an interest cost being
i mposed on the customers, does that refer to --
intend to refer to -- well, I won't |ead you.

To what do you intend to refer? MWhat

payment do you refer to?

A Well, the interest cal cul ated under the
statute on the reconciliation bal ance.

Q And when you refer to interest that's paid
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by ComEd, what are you referring to?

A ConmEd' s relationship with its providers of
capital. In this case, debt providers.

Q And does the fact that ComEd coll ects
revenue that is denom nated as interest tell you
anything at all about the nature or the share of the
costs that would correspond to that revenue in a
cost-based model ?

A No, they are --

MS. SATTER: Obj ecti on. | don't understand the
guesti on. | think there is some ambiguity in it.
MR. RI PPI E: | will rephrase it. The | ast

thing I want is an anbi guous questi on.
MS. SATTER: Okay.
BY MR. RI PPI E:

Q Does the fact that revenue is denom nated
as interest, tell you anything at all about the
nature of the costs that that revenue woul d be
related to in a cost-based nodel ?

A My testimony on Lines 223 to 226 says --
addresses precisely that and indicates there is no
i mpact what soever.
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Q My | ast question, M. Warren
Does the question of whether or not a
Hawaii utility concludes that it will experience a
cash benefit froma tax deferral related to the
reconciliation of a decoupling account tell you
anyt hi ng about whether ComEd will experience any cash
benefit as a result of the aided deferral related to

the reconciliation balance in this case?

A No, it has no inplications whatsoever.
MR. RIPPIE: Thank you. That's all | have.
MS. SATTER: | do have a followup question

JUDGE HAYNES: Go ahead.

RECROSS EXAM NATI ON

BY
MS. SATTER
Q M. Warren, you just said that if revenue

received by the company is | abeled or denom nat ed
interest, that has no inmpact whatsoever. Okay. So
have a coupl e of questions.
When you say "no inpact whatsoever,"
no i npact on what?
A Okay. If I loan you $1,000 and charge you
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interest on it, that will be interest that you wil
be paying ne.

Q Auh- huh.

A Now, the source of that $1,000 from ny
perspective could be that | had $1,000 and lent it to
you, in which case |I have no correspondi ng interest
expense, it's |like equity.

Or | could have gone out and borrowed
$1,000 to lend it to you, in which case |I will be
paying interest to ny | ender.

But the fact that you're paying me
interest doesn't tell me anything about the cost of
t he source of that nmoney relating to the source of
t hat money.

Q Okay. So if you go out and borrow noney,
so that you're paying a |lender interest --

A Yes.

Q -- you are for tax purposes, you treat that

i nterest as a deducti bl e expense, correct?

A Well, assumng it's deductible interest.
Not all interest is deductible, but generally.
Q Well, in a business setting.
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A Regardl ess what | use -- if |I'm borrow ng
money and using it to finance whatever, any
operations, generally a conpany woul d deduct that
i nterest.

Q And then when you get paid back an amount
with interest, that interest is just part of your
income, is that what you're saying? That it's not

separated out as a deducti ble expense or for special

tax treatment like it is when it's a cost?
A Renmember, the statute calls this
"interest," the reconciliation interest cal cul ati on,

it calls it "interest."

When a customer gets their bill
they're going to pay -- they're going to wite you a
check, and it's not going to say, there is this much
interest on it, it's just going to be the price of
electricity. All of those revenues are going to be
t axabl e.

Q So the revenues are taxable on the sanme
basis, regardless of whether it's as a result of an
i nterest charge or cost-of-service charge, right?

A Ri ght .
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Q On the other side, if the company had an
i nterest expense, that is treated differently?

A Treated differently than what?

Q Than the revenues in that the interest
expense i s tax deducti bl e?

A Al'l of ComEd's expenses used in providing
service are deducti bl e. | nterest is just one of and
probably not the | argest of many, many expenses t hat
they incur that are deductible, but they're two
separ ate worl ds.

Q But it is tax deductible; so that is how

that cost is treated, the interest cost?

MR. RI PPI E: | object to the question. There
is two pronouns in there that | don't know what they
refer to.

JUDGE HAYNES: Can you rephrase the question.
MS. SATTER: | will withdraw the question
JUDGE HAYNES: Okay.

MS. SATTER: Thank you

MR. RI PPI E: Not hi ng further.

JUDGE HAYNES: Thank you, M. Warren.

THE W TNESS: Thank you, your Honor.
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(W tness excused.)

| believe the next witness is in
Springfield.

M. Maisch, good norning. M. Maisch,
can you hear nme?

THE W TNESS: Good mor ni ng. Yes.

MS. HAMMER: Good norning, Your Honors, and
counsel ors. ' m Jenni fer Hammer, representing the
Il'1inois Chamber of Commerce. | previously entered
my appearance.

TODD C. MAI SCH,
called as a witness herein, was exam ned and
testified as foll ows:

DI RECT EXAM NATI ON

BY
MS. HAMMVER:
Q M. Maisch, would you please state and

spell your full name for the record.

A Todd Carlock Maisch; T-o-d-d,
C-a-r-l-o0-c-k, Mi-a-s-c-h.

Q And by whom are you enpl oyed?

A By the Illinois Chanmber of Conmerce.
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Q And what is your position with the Chanber
of Commerce?
A ' m the president and CEO.
JUDGE HAYNES: Bef ore you go any further, |
need to swear the wi tness in.
Coul d you please raise your right
hand.
THE W TNESS: (Compl yi ng.)
JUDGE HAYNES: Thank you.
(Wtness sworn.)
JUDGE HAYNES: Thank you.
Go ahead.
TODD C. MAI SCH,
called as a witness herein, having been first duly
sworn, was exam ned and testified as foll ows:

DI RECT EXAM NATI ON

BY
MS. HAMVER:
Q Have you offered witten testimony in this
proceedi ng?
A Yes.
Q The piece of testinony that | would Iike to
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draw your attention to is marked Illinois Chanber of
Commerce Exhibit 1.0 and it is entitled, "The
rebuttal testinmony of Todd Maisch, President and
Chi ef Executive Officer, Illinois Chanber of
Comerce," and it consists of seven pages of
guesti ons and answers.
As described, is this your rebuttal

testinmony in this proceeding, M. Misch?

A Yes, it is.

Q And was this prepared under your direction
and control ?

A It was.

Q Is it true and correct to the best of your
knowl edge and belief?

A Yes, it is.

Q Are there any corrections to this
testinony?

A No.

Q If I were to ask you the same questions
t oday, would your answers be the sane?

A Yes.

MS. HAMVER: Your Honors, this testinony was
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filed with the Comm ssion on August 13, 2014, and
bears the E-docket Serial No. 217640.

| now hereby move the Illinois Chanmber
Exhibit 1.0 that | have described into the record and
| tender M. Maisch for cross-exam nation.

JUDGE HAYNES: Thank you.

|s there any objection to entering the
testinony of M. Maisch?

(No response.)

Heari ng none, the testimony has

previously filed on E-docket is admtted into the

record.
(Wher eupon, Illinois Chamber
Exhibit 1.0 was adm tted into
evi dence.)
JUDGE HAYNES: | understand the Attorney

General has cross for this wtness.
MR. DOSHI : Yes, thank you, your Honor.
CROSS EXAM NATI ON
BY
MR. DOSHI
Q Good morning, M. Maisch. My name is
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Saneer

General's office.

A Good nmor ni ng.

Doshi . |''m an attorney with the Attorney

Q lt's good to meet you virtually.

Can you see nme okay?

A Yeah. Fi ne.

Q Okay. Thank you

MR. DOSHI

Chanber of

to initially introduce a cross-exhibit

record that

Commer ce counsel yesterday, |

Based on a discussion with Illinois

woul d |i ke

into the

we're not going to ask M. Maisch any

guesti ons about.

It consists of his responses to the

Attorney General's Data Request nunbered

1.06, 1.07

and 1.13 and we will call this AG Cross-Exhibit 1,

and |

t hat

court

wi ||

ask my colleague to distribute copies of

to the various counsel, Your Honors,

reporter.

BY MR. DOSHI

and to the

Q M. Maisch, | would |ike to ask you about a

statenment i

29.

Ther e,

n your testinony on Page 2 at

you st at ed:

Lines 24 to
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"Because the annual incentive
conmpensation costs described in ConmEd's
direct testimny are based on the
achi evement of operational metrics" -- then

you mention a few of the metrics -- "we did not
file direct testimony chall enging these
costs."

Do you see that?

A Yes.

Q Can you confirm that as you stated at
Page 3, Line 51, you have not previously filed ICC
testinony?

A That is correct.

Q Prior to July of 2014, were you aware of
this | CC proceedi ng?

A Very vaguely. |, perhaps, had heard sonme
conversation, but did not have a great awareness of
it, no.

Q Did you review ConEd's direct testimony in
this proceeding prior to July 2014?

A | did not.

Q When and how did you first |earn about the
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proposal by the Attorney General wi tness regarding
i ncentive conpensation in this proceedi ng?

A | would say it was on or around the 10th of
August .

Q Thank you

And could you tell us how you | earned
about it.

A | received a phone call from a
representative of ComEd that said |I m ght be
receiving a phone call from our |egal staff.

Q And did the ComEd personnel invite
encourage or request you to intervene as a party and
file testimony in this case?

A We first discussed the issue at hand, and
to see if it was consistent with Chamber policies and
what they think are considered as probusiness
policies. And upon my review, | have expressed what
my opinion was and it was requested that we should
i ntervene.

Q Thank you

And at this time, | would like to

i ntroduce as AG Cross-Exhibit 2, the Illinois
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Chanmber's response to Data Request AG-|ILCC 2.02.

Coul d you review that, M. Maisch

A Yes, | have it here.
Q And if | can summarize your responses there
and you can confirm whether |'ve accurately

summari zed them or not.

It sounds |like you're saying that as
presi dent and CEO of the Chamber, you determ ned in
your sole discretion to file your testimony in this
case; is that correct?

A | conferred with the representative of the
chairman of my Government Affairs Commttee to see if
he was aware of any concerns they had and none were
reported back, so |I thought it was a fairly and
simpl e straightforward policy decision that, yes, |
made, after making sure | did not hear back from ny
Governnment Affairs Chair.

Q Okay. Thank you

Did you consult any nenbers conpani es
of the Chanber in the course of making that decision?

A That is a representative of the company is
the chair. So the Government Affairs Commttee is
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made up of representatives of menmber conpanies, so
consequently, the individual | spoke with was a
representative of a menber conpany.

Q Okay. Thank you

Coul d you tell us what which company
t hat was.

A | think it's generally known that
Caterpillar generally servings on our board of
directors and chairs our Governors Affairs Commttee
Presently.

Q Okay. Thank you

Do you know if any of the foll ow ng
compani es are nenbers of the Illinois Chanber of
Commer ce?

' m going to list a few Chrysler
Cor poration, Abbott Laboratories, ExxonMobil Power &
Gas Services, General Iron Industries, Ford Motor
Conpany, Sterling Steel Conpany, Thermal Chicago
Cor poration, and finally, AbbVie Inc.?

A | think that we generally treat that
information proprietary, but if directed to do so, to
the best of nmy know edge, there are a few of those
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conmpani es that are |isted on our website and ot her
menmbers.

Ford Mot or Conpany is actually
incom ng chair of the Chanber. Abbott Labs is also a
member. Some of those other |ess household names, it
seems we have thousands of members, | would need to
doubl e-check and see if they are current nmenbers.

Q Okay. Thank you
If I could summarize, it sounds |ike a

few of those companies | mentioned are menbers of the

Chamber ?

A Yes.

Q | mentioned those because those conpanies
are part of the coalition known as Illinois

| ndustrial Energy Consunmers in this case.
Were you aware that some of your
menber conpani es are members of that coalition?
A Certainly, yes.
Q Okay. Thank you
Did you consult with any of those
conmpani es before maki ng your decision to file
testinony?
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A Well, it is a belief that Caterpillar is a
member there, so | think that that would be
consi stent.

However, again -- so Caterpillar, | do
believe is a menber there.

Q Okay. Thank you

The next Cross-Exhibit, | would Iike
to introduce is your response to the Data Request
No. AG-ILCC 1.17, so | guess this would be
cross- Exhi bit 3.

Do you have that?

A 1.77

Q That's correct.

A Yes.

Q So if I could summarize what you stated
there in your response, it sounds |ike ComEd made
annual membershi p dues payments of approxi mately
$35,000 -- | say "approxi mately" because it was

37,000 one year in each of the last 4 years; is that

correct?
A ' m sorry. | thought you said 1.7.
Q ' m sorry. | said 1.17.
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A Okay.

Well, | would say, obviously, the
information is here. | guess we should note that we
didn't think this was a relevant question, but, yes,
t hese are the correct nunbers.

Q Okay. Thank you

Now, the next cross-exhibit | would
like to introduce -- | mentioned this in an e-mail
this morning to your counsel. | hope she received
it. | "' m not sure actually. It's the Illinois
Chanmber of Comrerce Menbership Application.

Are you aware that we wanted to
di scuss this?

A Yeah, | reviewed it, yes.
Q Okay. Thank you

| will ask my coll eague to distribute
t his docunment as AG Cross-Exhibit 4.

Sir, do you have that in front of you.

A Yes.

Q Do you see where it says on the |left side
and towards the m ddle of the page that for a conpany
with 500-plus enpl oyees, annual dues are $11, 0007
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A Yes, | do.

Q So |I''m wondering why ComEd gi ves annua
dues of 35,000 if the stated maxi mum dues appear to
be 11, 000.

Can you explain that.

A Yeah, this is not the only docunment we use
in our broader menbership program This is one we
typically set up for a smaller menbership

Typically, people that come and visit
us online and then they consider joining just by
| ooki ng at our website and decide to join. They're
unlikely to do that at our website at the higher
| evel s.

But we, routinely, ask for and receive
menber shi p dues in excess of $11,000 to the point
where | would say that we have a dozen of menbers
t hat are above the $11,000 members -- the 11, 000
| evel .

Q Okay. Thank you

How many nmenbers give at |east $35, 000
per year in dues?

A | do not know for certain. It is multiple;
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however, | don't know the exact number.
Q s it more than ten?
A Li ke I said, | don't know the exact number.
Q Okay. Thank you

Next, | would like to refer you to two
reports on the Illinois Chanmber's website that |
mentioned to counsel this norning.

Do you have copies of those?

A | do. l'mfamliar with them but if |
need to review them | will.
Q Thank you

We're going to distribute two
Cross- Exhi bits now. First is called Illinois Chamber
of Comerce Illinois report 2011. We will mark that
as AG Cross-Exhibit 5.

Then we're going to distribute to
counsel and to your Honors what we will call AG
Cross- Exhibit, which is |abeled the Illinois Chanber
of Commerce chairman's report for 2010 to 2012.

M. Maisch, do you have those with

you?
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Q Okay. Thank you

Now, in the -- first of all, can you
confirmthat this annual report 2011 is the nmost
recent annual report avail able on your website as of
now?

A It is. | will tell you that these are

primarily communi cati on devices to our menmbers, SO
t hey know what we did. They're also marketing
pi eces, to be honest, as well.

So the consequently the daily reports,
there was a very active years, so we wanted to get a
speci al communication in front of the menbership.

There is actually a more regul ar
communi cation, which is what we call chairman report,
whi ch conmes out every other year which coincides with
the election and retirement or changeover at the
chairman's | evel

So the annual report we did here, we
call it annual report because it's a summary of
activity there and we wanted to get it out.

The chairman's report is the nore
regul ar document that comes out.
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Q Okay. Thank you

Now, with respect to the 2011 annual
report, can you |l ook at the picture on the 5th page
at the bottom

A Yes, | see it.

Q Can you explain to us what exactly was
happening there in that picture.

A Yes, this is the annual event we've done in
the | ast three or four years. It's called the
LaSal | e Energy Tour.

And every year we will invite, also
t hrough stakehol ders, |egislators, key staff, people
fromthe environmental comunity, other members that
want to go ahead and attend.

But there is a unique conservancy of
energy-rel ated aspects right there in LaSalle County
between a wind farm a pipeline, as well as Exelon's
nucl ear power pl ant.

So they will show up, take the whole
day, and tour each of those facilities, ask
guesti ons.

So this is where they took the group
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photo because it |ooks like it was a good | ocati on.
Q Thank you. That was very hel pful.

Can you confirm that picture on the
fifth page represents the only corporate | ogo that
appears to be in this 2011 annual report, other than
the little TV news | ogos on the m crophones in
Page 3.

A That is our |ogo, the only one. And as you
tal ked about on the TV, that's correct.
Q Thank you

Can you then turn to the chairman's

report, 2010 to 2012. | " m actually not quite sure

about the page nunbering.

A Yeah, |I'm sorry about that.
Q That' s okay. | believe towards the -- is
it towards the end. " m sorry. Bear with ne.
In the mddle, I'm not quite sure what

t he page nunmber is, there is the same picture of the
Exel on nucl ear pl ant. My coll eague tells me it's
five sheets --

A | see it.

Q Oh, you found it. Okay. | can't find it
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for some reason, but my coll eague has it.

Can you confirmthat in the chairman's
report, other than the array of corporate logos in
the key investors' page towards the end, that picture
of the Exelon plant is the only corporate |ogo that
appears in the chairman's report and besides the
little TV news | ogos?

A Ot her than the array of a couple dozens
ot her | ogos on the back page from key investors,
roughly, vyes.

Again, | can only tell you that nmust
have been the best photos they snapped that day.

Q Thank you

| have a couple further questions

related to the chairman's report.

Can you explain what a "key investor"”

A It is a-- 1 will be honest with you, it's,
again, another one of those things where we're
communi cating to nmembers at the same time that these
are, a lot of them are people who do make a
significant investment, not only in dollars, but also
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by serving on the board of directors or stepping up
and serving | eadership rolls we want to recogni ze.
It's a recognition of people that carry a | ot of
water for us in a lot of different ways, including
revenue.

But it's also, again, is a marketing
notion that, hey, maybe their conpanies that are not
privy to this list that would like to see their |ogos
on it, so it really serves both those purposes.

Q When you said some of these conpanies --
| et me back up

Is it correct that you just said sone
of these conpanies carry a | ot of water for the
chamber ?

A That contribute to our overall programto
hel p the business community, yes.
Q So would it be fair to say that these are

t he greatest contributors, the key investors?

A Again, it's a somewhat subjective internal
di scussi on on who should be |isted there or not. But
as | said, we consider the criteria that | kind of

put out there.
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So there are, again, thousands of
chamber members, but there are -- like |I said, a
nunmber of these companies serve on our board of
directors and support us financially.

Q Okay. Thank you

And do you have any idea why Exel on
Corporation is so promnently featured in your
publications?

A Well, the -- | can only tell you the
reference to the group photo that was part of one
photo taken on Energy Whol e Day devoted to multiple
energy projects. Were happy to be associated with
Exel on and happy they're a menber, but that is sinply
a matter of fact that evidently for marketing
purposes that was the best photo that was taken that
day.

Exel on has been a menmber for ComEd for
decades, as well as dozens of other conpani es that
have been members for decades, and consequently, we
are made up of menbers, and recogni zing a wi de swap
of themas we do is entirely appropriate for
menbershi p association |like we are.
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Q Okay. Thank you
Does the Chanber have photo
opportunities |ike what we saw in that picture at
ot her conpany's facilities?

A There are. |'m certain that there are. I
was not in attendance on that day, but | think it's
very reasonabl e they probably took photos at many
pl aces, but doing these things in the past, sometinmes
you need wi de open space, and here's a wi de open
space for a group photo.

Q Okay. Thank you

The next cross-exhibit I'"m going to
introduce is set of your data request responses.
We're up to 7. Your set is your response to 1.08,
1.09, 1.10 and 1.12. And ny coll eague will

distribute those within the room here.

A WIll you repeat those, so | can pull them
out .
Q 1.08, 1.09, 1.00 and 1.12.
Can you | ook at your response to 1.009.
You state -- the question was what do you believe

ComEd would do or how woul d ComEd respond if the
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Comm ssion hypothetically disallowed Al P expense
recovery.

And your response is you make no
contention as to how ComEd woul d respond; but
answering further: ComEd can do any of a number of
t hi ngs, i ncluding removal the sharehol der protection
feature.

Does that accurately summari ze your
response on 1.09?

A Yes, | think that accurately reflects it.
And ComEd woul d have many options to consider.
Q Okay. Thank you

And then if you can |look at 1.08, you
state that Mr. Brosch's position on the incentive
compensation issue inmplies the result of -- referring
back to the question -- erasing the sharehol der
protection feature.

Does that accurately summari ze your
response?

A | believe so.
Q So does that mean --
A Let me go ahead and say, it was vague, but
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in trying to be cooperative, we did try to el aborate
alittle bit.
But, again, we did think this
particul ar question was, indeed, vague and anbi guous.
Q Okay. Maybe 1'I1l ask it again in a nore
cl ear fashion.
Do you believe M. Brosch is
seeking -- is quote: "Seeking to erase"” as you
stated at Page 6, Line 126 of your testimony the
sharehol der protection feature through his position
in this docket?
A Yes, that's correct.
Q You believe M. Brosch's proposal of
denyi ng cost recovery would -- do you believe
M. Brosch's proposal for denying cost recovery for
Al P woul d cause ComEd to rempve the sharehol der
protection feature?
A They are two separate things. What
M. Brosch is attempting to acconplish and what ComEd
woul d actually do as a result are two separate
t hi ngs.
| don't know what ComEd woul d do. | t
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is nmy belief that M. Brosch is seeking that outcome.

Q On what do you base your belief?

A If you insert -- let me refer back to ny
testinony here.

Essentially, M. Brosch was asking to
di sall ow the full recovery for the whole program I
think that's fairly straightforward.

Q Do you know whet her Mr. Brosch is asking
the Comm ssion to order ComEd to end the sharehol der
protection feature?

A Well, M. Brosch's interpretation is that
because the Ilimter is in place in the Exel on
program not in the ComEd program and that the
statute does not allow for that, | think that's a
reasonabl e concl usi on.

Q At your response to request AG-ILCC 1.10
we asked:

"Do you know whet her ComEd can
remove the sharehol der protection
feature?"
And you stated you don't know, is that

correct?
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A That's correct.
Q If you're unaware whether ComEd can renmopve
t he sharehol der protection feature, why do you
believe M. Brosch's proposal to disallow cost
recovery is intended to bring about removal of the
shar ehol der protection feature?
A Wel |, again, another two different entities
and two different questions.
The first is M. Brosch's intent, and
| stated what | believe it is. But then there is a
second action -- reaction, if you will, to it. I
don't have good insight into what that would be.
Q Okay. Thank you
At your response to 1.12, you state
t hat your opinion is that M. Brosch's position
implies and could lead to the result of -- going back
to the question and quoting Lines 128, 129 from your
testi nony on Page 7: "Di smantling annual incentive
conpensation in its entirety."
Does that accurately characterize your
response to Data Request 1.127

A | see my response.
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Again, we struggled with it a little

bit, but wanted to be responsive. W do think it's a

little bit vague and anbi guous agai n.

But | think you're asking the sanme
guestion a different way, which is there is my
perception of what M. Brosch is attempting to ask
the Comm ssion to do, and then there is my | ack of
knowl edge of what ComEd would do in response.

Q At 1.08, you stated that M. Brosch's
position implies the result of erasing the

sharehol der protection feature, and in it, your

response to 1.12, you said that M. Brosch's position

implies the result of attenmpting to dismantl e annual
incentive conmpensation in its entirety.
Which result do you think is nmore
implied if you have such a view?
A | don't know how to really accurately
characterize "nore inmplied."
Q Which is more strongly inmplied by

M. Brosch's position, in your view?

A | think they are tied together to the point

where | would say they're equal.
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Q Okay. Thank you
Woul d you agree that those two
possi bl e outconmes are nutually exclusive?

A ' m sorry?

Q Woul d you agree that the outconme you
alluded to at 1.08 of ending or erasing the
sharehol der protection feature is mutually excl usive
to the possible outcome you alluded to at 1.12 of
di smantling annual incentive conpensation in its
entirety, taking a quote from your testinony?

A Like | said, ConEd has multiple options on
the table of which | don't have very good insight.

So if one were to happen, there is a possibility that
the incentive package would go away. | don't have
good insight in that, so | don't see them as nutually
excl usive. | think one thing happening could cause
anot her.

Q So is it your view that if ComEd wanted to
remove the sharehol der protection feature, then it
could not do so while also retaining the AIP progranf?

A Let me just take a moment here to make sure
| understand.
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So your question is that if the
limter were removed by the Comm ssion, that ComEd
woul d automatically make changes to its AlP?

Q My question was:

| f ConmEd decided to remove its own
shar ehol der protection feature fromthe AIP, that
woul d al so cause --

A There is a limter in the ComEd AIP, so we
have two separate here.

Q Is it your view that if Exelon Corporation
decided to renove the sharehol der protection feature
from ComeEd's Al P, that would necessarily mean that
the entire AIP nust also be dismantled in your words?

A It could be reworked subsequently, they
could keep it as is, they could repeal it. | don't
know.

Q Okay. Thank you

"' m now going to introduce two
cross-exhibits that my colleague will distribute.
It's responses to Data Request AG-ILCC 1.05, which we
will call Cross-Exhibit 8.

And your response to Request AG-1LCC
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21.4, which we will call AG Cross-Exhibit 9.

At 1.05, you state that the
shar ehol der protection feature in the Exelon AIP is
not a metric for the Comkd Al P.

Do you see that?

A Yes.

Q Can you define what you mean by "metric"?

A The sharehol der price is not a metric that
is in the ComEd Al P.

Q Woul d you agree that the ComEd AIP
necessarily includes reference to EPS measures stated
in Exelon's AIP docunment?

A It's my understanding they're two separate
programs with their own metrics.

Q But would you agree that the sharehol der
protection feature in the Exelon AlIP necessarily
under the rules or corporate regulations -- 1'm not
quite sure what the right termis -- of Exelon and
ConEd necessarily enters into the determ nation of
payouts under the ComEd Al P?

A Well, | think you're -- they're two
separate itenms with their own metrics.
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And, again, there is the distinction

al so between what is earned and act

your question | think you've got maybe two or

i ssues wrapped up in there.

Q

t he ConEd AIP necessarily nust

checki ng what

Woul d you agree that actu

per share was for a given year?

A

My understanding is that

is cal cul ated and determ ned what i

pai d, but

ear ned,

conmes into place that applies to al

enpl oyees,

Q

ual ly paid,

al payouts under

be cal cul ated by

SO in

t hree

Exel on Corporation's nongap earnings

once the ConmEd Al P

s earned, not

| Exel on

whi ch woul d i nclude ComEd.

So you agree that

shar ehol der

payout s?

A

It

Cor por ati on.

Q

protection feature applies to ConkEd AlIP

applies to all enploye

Okay. Thank you

es of Exelon

Woul d you agree it applies to

subsi di ari es of Exel on Corporation?

A

think you're saying it

a different

there is a separate programt hat

t he Exel on Corporation

way.
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| woul d contend, yeah, that all enployees of Exel on
Cor poration are subject to it.
Q Okay. Thank you

Now, | would like to draw your
attention to Data Request 1.14, where you stated that
t he Chamber takes no position as to whether ComEd
should or should not include the sharehol der
protection feature as a limter to the ConEd Al P.

Do you see that?

A There is nmultiple parts. Can you point --
Q " m sorry. 1.14C

A Okay.

Q You sai d: "The Chanber takes no

position as to whether ComEd should or
should not include the SPF" sharehol der
protection feature "as a limter to the
ConEd AIP.™
Do you see that?
A Correct.
There again, there are two separate
entities. All enployees of Exelon Corporation, no,
we don't have an opinion on whether it ought to be
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also inserted into a separate AIP as well.

have an opinion there.

Q
testi mon
limter,

Okay.

y, Line 84.

Thank you

We don't

Now, can | refer you to Page 4 of your

There you st ate:

"The Il1linois Chanmber of

supports this limter because i

Commer ce

t

ultimately serves to reduce the anounts

of incentive conmpensation otherw se to

be paid under ComEd's AlIP."

And | think by the term"this

protection feature under Exelon's AlP;

correct?
A
Q

84 of yo

limter

where you said the chanmber

whet her

limter?

A

Yes,

So can you reconcile your

t hi nk so.

is all

st at ement

you were referring to the sharehol der

t hat

at Line

ur testimny that the Chanmber supports the

with your

response to Data Request

1.14C

t akes no position as to

ComEd should or should not include the SPF

wel |,

think the distinction

i's

it

doesn't
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really matter. |f the Exelon limter covers al
Exel on enmpl oyees, we don't have an opinion on whether
it should be inserted sonmewhere else to apply a
second time with the same proposal

So | think that we're tal king here
about the ComEd enpl oyees, you know, being inpacted
by alimter, which they are. But from the Exel on
l[imter, we don't have an opinion on whether it
should be in the ComEd -- where it should be or that
it should be added to the ComEd Al P.

Q In your testinony at Lines 84 and 85, it
sounds |ike you support the limter because it
reduces actual payouts under the ComEd AIP; is that
correct?

A That is correct.

Q So would it be fair to say that you support
the inclusion of the sharehol der protection feature
tolimt sometinmes, in certain years, depending on
EPS performance actual ComEd Al P payouts?

A We support the notion of the limter
applying to those enpl oyees. W do not have an

opinion as to the structure, whether it covers under
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Exel on's or ComEd.

Q Okay. Thank you

So now I'm running | onger on time than
we prom sed, so | will just ask a couple nore
guesti ons.

I n Data Request AG-ILCC, 1.18, we
asked you if your website homepage shows ConEd's | ogo
anong the key investors. And you said, yes. W
confirmed that; is that correct?

A That's correct.

Q And | have a follow-up question. W just
over|l ooked this in the data request.

s it also true that Exelon's
Corporation | ogo appears on the website homepage
among the key investors?

A You know what, | do not know, although,
woul d probably -- you know what, that is possible. I
don't know the answer.

Q Okay. Thank you

MR. DOSHI: That's all my questions.

Thank you very nuch.

JUDGE HAYNES: You did not nmove to admt your
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exhi bits.

MR. DOSHI: Thank you, your Honor.

| would like to move for the adm ssi on

of AG Cross-Exhibits 1 through 9.
JUDGE HAYNES: |s there any objection?
(No response.)

Hearing none, they are admtted.

And did you provide the court reporter

with three copies of each?

MS. SATTER: No, but | will.

JUDGE HAYNES: Thank you. AG Cross-Exhibits 1

t hrough 9 are admtted.

(Wher eupon, AG Cross-Exhibits 1

t hrough 9 were admtted into
evi dence.)
JUDGE HAYNES: Any further questions for
M. Maisch?
(No response.)
Redirect?
MS. HAMVER: No redirect, your Honor.
JUDGE HAYNES: Thank you, M. Maisch.

(W tness excused.)
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| see that Ms. Brinkman is up next for
2 hours.

Did we want to go ahead and start
t hat ?

MR. RI PPI E: Your Honors, there is a coupl e of
options. One, we could put M. Garrido on, who is
shorter in time.

We could also, if your Honors don't
want to proceed in that respect, begin with Ms.

Bri nkman with some of the shorter cross-exam nati on

parties.

We prefer, obviously, not to break an
exam nation in the m ddle of one party's -- break for
lunch rather, in the m ddle of one party's

exam nati on.

JUDGE HAYNES: Okay. So for Garrido, is the AG
ready to do that?

MS. SATTER: Yeah

JUDGE HAYNES: Okay. | think that's a good
sol ution.

MR. STALKER: Good nmorni ng, your Honor. ConEd

calls Kevin Garrido.
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JUDGE HAYNES: Good morning, M. Garrido.

THE W TNESS: Good nor ni ng.

(Wtness sworn.)
KEVI N H. GARRI DO,
called as a witness herein, having been first duly
sworn, was exam ned and testified as follows:
DI RECT EXAM NATI ON
BY
MR. STALKER:
Q M. Garrido, will you please state your
full name for the record.
A Kevin H. Garrido.
Q And what is your position with Comonwealth
Edi son Conmpany?
A Director of financial planning analysis.
Q Do you have before you ComEd Exhibit 5.0
and attached ComEd Exhibit 5.0, consisting of
19 pages of questions and answers?
A Yes, | do.
Q And that is your direct testinmony in this
case?
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A It is.
Q Was this testimony prepared by you or under
your direct supervision?
A It was.
Q Do you have any corrections to make to
Exhibit 5.0 or Exhibit 5.01?
A | do.
The first is on Page 6 of 19, Line
112, "relations" second to the last one in that |ine
shoul d be "resources.™
The next is on Page 13 of 19, Line 264
-- sorry -- Line 270, "5" should be "6." "6
related. ™
Page 18 of 19. It's an unnunbered
I ine, just above Line 372. Thi s was previously
corrected in data request TEE 92. 05. "Tot al
proj ected"” should be changed to "actual ."
Then on Page 19 of 19, just above Line
376, "total projected incremental 2013" should read
"2014."
Q Do you have any other corrections to make?
A No.
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Q As corrected, if | were to ask you today
t he questions that appear in Exhibit 5.0, would your
answers be the same?

A They woul d.

MR. STALKER: Your Honor, | nmove for adm ssion
of 5.0 into the record and tender M. Garrido for
Cross-exam nation.

JUDGE HAYNES: |s there any objection to
admtting ComEd Exhibit 5.0 with its attachment?

(No response.)
Heari ng none, was this previously
filed on E-docket, did you say?

MR. STALKER: Yes, it was.

JUDGE HAYNES: On what day?

MR. STALKER: On April 16th in the direct phase
of the docket.

JUDGE HAYNES: Thank you.

As previously filed on E-docket, it's
admtted into the record.
(Wher eupon, ConEd Exhibit 5.0
with its attachment was
admtted into evidence.)
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JUDGE HAYNES: And | believe the AG has cross
for this wtness.
MS. SATTER: Thank you
CROSS EXAM NATI ON
BY
MS. SATTER
Q Good mor ni ng. Susan Satter on behal f of
the People of the State of Illinois.
| have one question for you on Page 18
of your direct testimony Lines 166, 168, you talk
about BSC, business services conpany charges. And
you conmpare the 2013 charges to the charges for prior
years?
A Do you mean --
MR. STALKER: \What page?
MS. SATTER: Page 8?
MR. STALKER: | thought you said Page 18.
And what was your |line reference?
BY MS. SATTER
Q The question is that you tal k about
conmparing the Exel on business services conpani es or
BSC charges for 2013 to those charges for prior
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years, ri

A

Q

ght ?

Correct.

Okay. And at Lines 166 through 168,

you

tal k about an average annual decrease between the

years 2009 and 2013,

and then you also refer

period 2006 to 2013; is that right?

A

Q

That's correct.

Now, you reference the charges for

years in your testimony here,

A

Q

right?

The charges begi nning at

Li ne 158,

to the

yes.

' m going to mark the response to AG Dat a

Request 16.01 as AG Cross-Exhibit

li ke to ask that

1, total

And nmy question
The Attachment

| ocat ed BSC costs for

that right?

A
Q
and 2013,

A

That's correct.
It includes the cost
right?

Yes.

is:

10. And | woul d

you take a quick | ook at

t hat .

1 contains the --

speci fied years;

f or

2006,

2009,

Li ne

i's

2012

specific
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Q Did you not average the other years in your
aver age here?

A The average on Lines 160, between Lines 166
and 168 in nmy testinmony is based on a conpound annual
growth rate, which only considers the first year and
| ast year over a period of tine.

Q Oh, so you didn't | ook at the specific
actual BSC charges for that period of time?

A | woul d say that the actual conpound annual
growth rate is what | stated in nmy testinony.

Q Okay. But my question to you was:

Did you -- you did not use the actual
charges that the BSC charged to ComEd for those
peri ods?

A If you're asking, did | consider the years
not stated in this table?

Q Well, |I'm asking you, when you say your
aver age annual change, you were not basing it on
actual charges to ComEd from the BSC?

A My calculation is based on the actua
char ge. For exanple, between 2009 and 2013, the
average annual decrease was 2.4 percent on a compound
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annual

growth rate.

That contenpl ates 2009 of

238.5 mllion, and 2013 of 216.3 mllion

char ges,

Q

Those were the actual charges, BSC

adjusted for cost to achieve.

Okay. So you conpared the actual 238.5 BSC

costs to the 2013, 2016, .3 annual costs and you got

to your

is that

A

Q

didn't

.4 percent -- |I'msorry -- your 2.4 decrease;

correct?

Correct.

Okay. And when you did the 2006, you

| ook at what the variation of those charges

was from 2006 to 2007 to 2008 and 9, correct?

one year

don't

A

Q

A

Q

A

Q

A

No, | did not.
Okay.

| did not state what the change was from

to the very next year.

Did you | ook at thenm?
| may have.
Okay.

| have access to that information, but |

recall contenplating that in this calcul ation.
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Q This is a point-to-point. W don't really
know what is in between those points?
A Ri ght .
A compounded annual growth rate only

contenpl ates the begi nning and the endi ng points.

Q Do you have an explanation for why the
all ocated cost in 2012 was -- |'mjust testing my
arithmetic here -- $47 mllion more or nore than

20 percent more in 2009?

A Well, by looking at this, it would seemto
me that the 2012 includes some costs to achieve.

Q Okay. So on the Lines 2 and 3, are those
both costs to achieve?

A Yes.

Q When you say "cost to achieve" what exactly

do you nmean?

A Cost to achieve merger-rel ated savings. By
"merger"” | mean the Constellation Exel on merger.
Q Okay.
MS. SATTER: Okay. | have no further
guesti ons.
Also, | move to admt AG
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Cross- Exhibit 10.
JUDGE HAYNES: Any objection to admtting AG
Cross- Exhibit 10?
(No response.)
It is admtted.
(Wher eupon, AG Cross-Exhibit
No. 10 was adm tted into
evi dence.)

MS. SATTER: Yes, and at the break, we wil
make sure there is three copies of everything because
some of the earlier ones may not have three copies.

JUDGE HAYNES: Gr eat .

Is there any redirect?

MR. STALKER: One m nute, your Honor.

No redirect, your Honor. Thank you.

JUDGE HAYNES: Thank you.

Thank you, M. Garrido.

THE W TNESS: Thank you.

(W tness excused.)

JUDGE HAYNES: So do you want to do anot her
short witness or go to lunch?

MR. BERNET: M. Wathen is here, if you want to
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do him he should only be about 20 m nutes.
JUDGE HAYNES: s the AG prepared? |If you want
to wait till after lunch, tell me.
MR. DOSHI : | would be happy to cross-exam ne
M. Wat hen now, if that's anmenable to everyone.
JUDGE HAYNES: | think so.
Good nmorning, M. WAt hen.
THE W TNESS: Good nor ni ng.
JUDGE HAYNES: Pl ease raise your right hand.
(Wtness sworn.)
DAVI D J. WATHEN,
called as a witness herein, having been first duly
sworn, was exam ned and testified as foll ows:
DI RECT EXAM NATI ON
BY
MR. BERNET:
Q Good morning, M. Wit hen.
Woul d you pl ease state your nanme and
spell your full name for the record.
A David J. Wathen; D-a-v-i-d, Wa-t-h-e-n.
Q And by whom are you enpl oyed?
A Tower s Wat son.
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Q And what is your position there?

A |'ma director.

Q Have you offered witten testimony in this
proceedi ng?

A Yes, | have.

Q Do you have what is before you previously
mar ked as ComEd Exhi bit 20, which has been identified
as the rebuttal testinmony of David Wat hen?

A Yes, | do.

Q And attached to that is ComEd 20.01, which
is a two-page document ?

A Yes.

Q And was that rebuttal testinony prepared by
you or at your direction?

A It was.

Q Is it true and correct to the best of your
knowl edge?

A Yes, it is.

Q Are there any updates or modifications that
you need to make to this testinony?

A No, there are not.

Q So if I were to ask you the same questions
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that are set forth in this document today, would your
answers be the same?

A Yes, they woul d.

MR. BERNET: Your Honors, these exhibits were
filed on E-docket on July 23, 2014 and bear the
E-docket Serial No. 216810.

| move for adm ssion of ComEd Exhibits
20 and 20.01.
JUDGE HAYNES: |s there any objection?
(No response.)
Heari ng none, ComEd Exhibits 20.0 and
20.01, as previously filed on E-docket are admtted
into the record.

(Wher eupon, ConEd Exhibits 20.0
and 20.01 were admtted into
evi dence.)

MR. BERNET: M. Wathen is available for
Cross-exam nati on.

JUDGE HAYNES: Thank you.

The Attorney General, go ahead.

MR. DOSHI: Thank you, your Honor.
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CROSS EXAM NATI ON

BY

MR. DOSHI

Q Good nmorning, M. WAt hen. My name is
Sanmeer Doshi . |''m an attorney in the Attorney
General office. | have a few questions for you about
your testimny and some of the Data Request responses
t hat you provided.

I f you don't m nd, could we begin by

| ooki ng at Page 6 of your testimony at Line 127.

You state that:

"OQur analysis concludes that ConEd
needs to maintain this conponent of
conpensation” -- and | think you're
referring to short-termincentive
compensation -- "to maintain its market-
conpetitive payments."

Do you see that accurately describe

your testimony?

A Yes, it does.

Q So would you say that at the present time,
ConEd enpl oyee conmpensation, including the AP
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incentive payouts that are linked to particul ar KPI
achi evements represents a market conpetitive pay m x?

A In that particular line, what I'mreferring
to when | say "conpetitive pay m x" is the pay
components, so base salary and short-term at-risk
conmpensati on.

So those conmponents are very conmmon

within the investor owned utility space, so that's
what |'"'mreferring to when | say the "conpetitive pay
mx." I'"mnot referring to the competitive pay

| evel s or the dollars paid.

Q Do you have an opinion about whether
ConEd's pay levels at this time are market
competitive?

A | cannot specifically speak to that. | did
not do any analysis to that end.

Q Okay. Thank you

Based on your experience as a
conpensation consultant, if, hypothetically, two
utility companies with identical or very siml/lar
circumstances had two identical or nearly identica
jobs and in Conpany A the salary prom sed was
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$100, 000 dollars, just like that as a base salary,
and in Conpany B, the conpensation prom sed was

$70, 000 base salary and $30, 000 attainable based on
t he achi evement of incentives, under that

hypot hetical, which position, in your opinion, would
be nmore attractive to potential enployees?

A | can't speak for enpl oyees.

But when you | ook at the aggregate
| evel s, the pay levels are the same. The difference
is on the one where you have base salary and then you
have the short-termat-risk component, that is a pay
m x which is more align with what we see in the
mar ket for utilities.

Q You have no opinion about which position in
my hypothetical a typical prospective enmployee would
find nore attractive?

A It depends what the risk adverse they may
or may not be.

I f you think about someone taking on
the base salary and a short-term at-risk component,
t hat may be someone that's willing to take on that
ri sky opportunity with the opportunity of upside or
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downsi de earning on that short-termincentive.

Wher eas, the base salary, as you
described it, is what | would classify it as
essentially not at risk; it doesn't have that risk
conponent at play.

So | would say that it depends on the

i ndi vi dual . | can't speak to popul ous of potenti al
enpl oyees.
Q Based on your know edge of the | abor market

and your opinion as to human behavi or, what
percent age roughly of prospective enpl oyees woul d
take the $100, 000 guaranteed base sal ary versus
70, 000 base and 30,000 in potential incentive
conpensation for two identical jobs?

MR. BERNET: Are you tal king about enpl oyees
across the United States? Are you talking about
enpl oyees in Illinois?

MR. DOSHI : Let's say potential utility company
enpl oyees across the US.

MR. BERNET: | think the question has been
asked and answer ed.

JUDGE HAYNES: Sust ai ned.
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BY MR. DOSHI

the fraction of

Q

So, M. Wathen, you have no opinion about

woul d take the first

t he second;

MR. BERNET:

is that

t he | abor mar ket popul ation that

job in my hypothetical versus

correct?

Same obj ection.

JUDGE HAYNES:

answer ed.

MR. DOSHI

BY MR. DOSHI

Q

attai nment

Woul d i

| agree that it is asked and

Okay. | apol ogi ze.

t be fair to say that the conpany's

of the KPIs in its AIP, with respect to

t he defined targets,

year ?

A

IS not certain in any given

We're tal king about ConmEd?

' m sorry. Yes, ConEd.
Yes.
Okay. Thank you
Would it also be fair to say that at

ComEd the at-risk component of enployee conmpensati on

does not

wages,

but

rat her

it

provide a certain increase in enployee

i ncreases the expected val ue of
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enpl oyee wages?

A What do you nmean when you say "expected
val ue" ?

Q The expected value would be determ ned by
assigning probabilities to each conmponent of the pay

m X and then summ ng the probablistic (sic) weighted

amount s?
A Coul d you reask your question, please.
Q Sur e.

Would it be fair to say that at ComEd
the at-risk component of enployee conpensation does
not provide a certain increase in enployee wages, but
rather it increases the expected val ue of enpl oyee
wages?

A | would say it does not -- the at-risk
component of compensation is not guaranteed, as you
not ed.

It does provide an opportunity for
upsi de and downsi de opportunity dependi ng on what
t hat performance is against the defined performance
measur es.

Q How woul d ConEd's AIP represent a downsi de

110



10

11

12

13

14

15

16

17

18

19

20

21

22

to enpl oyee conpensation?

A Well, in a typical short-term at-risk
conmpensation design, you have the participants in the
pl an have a target opportunity. Some are
specifically defined as a percentage of base salary.

Then, based on that percentage, that
target opportunity, they have defined measures the
KPI's within the program and then based upon
performance against those KPls, they may earn sone
percent age of that target opportunity, but the |evel
of performance whet her above or bel ow the defined
threshold target, maximum | evels of performance
di ctates what sort of |evel or opportunity is
actually earned.

So there is an opportunity to earn
more or | ess above and beyond that target
opportunity, such that you could earn nothing, if you
don't hit any of your goals.

Q Thank you

Woul d you agree that the short-term
i ncentive conpensation conmponent of overall enployee
pay will always be zero or positive? It would not be
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negative?
A Correct, yes.
Q Okay. Thank you

And prior to any given year, we cannot
know for certain what the company performance
mul tiplier, as defined in ComEd's AIP, will end up
being? It depends on the achievement of KPIs; is
t hat correct?

A Agr eed.
Q Okay. Thank you

Can you refer to Line 128 of your
testi nony at Page 6.

You state that:

"Elimnating this at-risk

conmpensation component would result
in a pay mx that is not conpetitive
with utility peers.”

When you refer to elimnating the
at-risk conponent, do you mean that the amount of
salary that is at risk would be entirely deleted from
pay and not replaced with base salary? |s that what
you mean?
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A My assunption on that particular line is if
the short-term at-risk plan were elimnated, then
not having that pay conponent as part of the m x at
ConEd, so all you had was base salary, would not be a
conpetitive pay m x versus other investor-owned
utilities.

Q Under that assunption, would base salary be
increased after elimnation of the at-risk component?

A | don't know what action ComEd may or may
not do relative to that, but that's a possibility.

Q s it possible that, hypothetically, if the
at-risk conponent were elim nated and base sal ary
then increased to a sufficiently high level, then the
new resulting pay mx could be equally or nore
attractive to prospective enployees than before?

A Well, | think that gets back to a prior
guestion, and it really is dependent on the
i ndi vidual and are they risk adverse or not, so it
may be a possible outcome, but it just is enployer or
candi dat e dependent.

Q Okay. Thank you

Do you agree that whether ComEd's
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sharehol der protection feature will operate to reduce
actual AlIP payouts cannot be predicted with certainty
at the beginning of any given year?

A Yes.

Q Woul d you agree that in recent years
ConEd' s sharehol der protection feature has someti mes
operated to reduce AlIP payouts, but sonmetimes not?

A That is my understanding, yes.

Q G ven that uncertainty that we just
di scussed, would it be fair to say that the existence
of ComEd' s sharehol der protection feature reduces the
expected value of ComEd enpl oyee conpensation
relative to a scenario -- a hypothetical scenario
where there was no sharehol der protection feature?

MR. BERNET: | will object to the
characterization of "ConmkEd' s sharehol der protection
feature.” There is no such thing.

MR. DOSHI : | will rephrase the question
BY MR. DOSHI

Q G ven the uncertainty that we discussed,
would it be fair to say that the existence of the
sharehol der protection feature reduces the expected
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val ue of ComEd's enpl oyee conpensati on conpared to a
hypot hetical scenario with no sharehol der protection
feature?

A Yes.

The sharehol der protection feature
serves to limt or potentially reduce the annua
incentive plan payout.

Q Thank you

In |Iight of your |ast response, would
you say in existence of a sharehol der protection
feature results in a pay mx for ConmEd enpl oyees that
is not conmpetitive with utility peers?

A Again, when I'mreferring to pay mx, |I'm
referring to the pay conmponents.

So, again, a base salary component
then a short-termat-risk conponent, not | ooking at
t he pay | evels.

So in order to answer that question,
we woul d have to do analysis on a
position-by-position basis of what base salary and
short-termat-risk incentive opportunities were.

Q Okay. Thank you
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At this time, | would like to
introduce a Cross-Exhibit, which is AG
Cross-Exhibit 11, which consists of M. WAt hen
responses to AG Data Request Nos. 9.12, 9.13, 9.14
and 9. 15.

M. WAt hen, do you have that for
t hose?

A Yes.
Q Thank you

Pl ease | ook at your response to our
Dat a Request 9. 15C. Our question was:

"Does M. Wathen or ComEd believe
that the likely result of the Comm ssion's
elimnating cost recovery for the ConEd
Al P, based on Mr. Brosch's proposal, would
be term nation of the ComkEd Al P?"

And your response was:

"Towers & WAtson states that it
was not asked to render an opinion on
t he possible results that may occur
followi ng any actions of the Conmm ssion

in this proceeding."
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Does that accurately describe your
response to the question?
A Yes, it does.
Q So just to be clear, you have no opinion
about whet her the hypothetical Comm ssion
di sal |l owance of ComEd AIP expense recovery woul d
cause ComEd to cancel the AlP?
A | do not know.
| mean, there are a course of actions
t hat ComEd m ght take. | don't know what they m ght
do.
Q Okay. Thank you
Now, can you refer to your response to
our Data Request 9.13. You referred to your
testinmony at Page 9, Line 167 in our question where
you stated in the testinony:
"Our search indicates that
l[imters or nmodifiers such as the
design feature here are found in
investor-owned utility short-term
i ncentive plans.
"These modifiers can be structured
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to allow for an adjustment either upward
or downward of the incentive award earned."”
For your response, you provided a
table with 19 peered utility conpani es.

And in the table, it appears that

three of them have a modifier; is that correct?
A That is correct.
But I will note that, again, the data

source is proxy disclosures or public statenents.
And what you will find is that the data disclosure
can vary from conpany to conpany as to the | evel of
detail they may provide, but based on the disclosure,
there were three.
Q Okay. Thank you
And | ooking closer at the table, it
appears that CMS Energy has a nodifier based on
operating and strategic measures, and W sconsin
Energy has a modifier based on operating performance,
supplier in workforce diversity and safety.
Are those two statements correct?
A Yes, they are.
Q And in your table, it |looks |Iike one
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company out of the 19 reviewed has a feature in its
incentive plan where a commttee may be that's a
board commttee, |'m not sure, can subjectively
modi fy awards based on sharehol der val ue creation
customer service, financial strength, operating
performance and safety; is that correct?

A Yes, it is.

Q So just to sum up, your review of the proxy
i nformati on shows that one out of the 19 peered
compani es has as modifier based on financial metrics;
is that correct?

A That is correct, yes.

Q Okay. Thank you

Can you refer to your testinmony on
Page 5 at Lines 89 through 93, where you describe
your career at Towers WAtson as a conpensation
consul t ant.
Did ComEd engage you or Towers Watson

in the design of the AIP at any past time?

A | was not engaged, but my understanding is
Towers WAt son has provided consultation assistance in
past years.
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Q Al'l right. Thank you
And if you're aware, at that time
where your firm Towers Watson, provided conmpensati on
consulting to ConmEd, was Towers Watson aware that the
IIlinois Public Utilities Act forbids recovery of
incentive conmpensation expense that is based on a
corporate affiliate's earnings per share?

MR. BERNET: Are you talking about since 20117

MR. DOSHI : Yes.

THE W TNESS: My understanding is the |last time
Towers Watson did consulting work for ComEd or for,
actually, for Exelon was back in 2011, to the best of
my under standi ng.

So | don't know the answer to your
question, specifically.
BY MR. DOSHI

Q Okay. Thank you

| would like to refer again to the
Dat a Request. In 9.14 -- in your response to 9.14,
you state that -- |I'm sorry. | meant 9.15.

In 9.15B in your response, you state
that if the Comm ssion were to elimnate the ComEd
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Al P, a possible outcome would be the shifting of a
short-termincentive-conpensation to base salary in
order to maintain market conpetitive pay |evels?
MR. BERNET: ' m sorry, Counsel, which subpart?
MR. DOSHI : 9.15B, as in boy.
BY MR. DOSHI
Q Do you see that, M. Wathen?
A Yes, | do.
Q And in 9.15D, as in David, in your response
you state -- or rather | should refer to the
guesti on.
The questi on was:
"Does M. Wathen or ComEd believe
that a result of the Comm ssion's
elimnating cost recovery for the ConmEd
Al P, based on Mr. Brosch's proposal can
be removal of the existing sharehol der
protection feature fromthe ComkEd AlIP."
AND your response was in Part D, as in
Davi d:
"Towers WAtson states that it was
not asked to render an opinion on the
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possi ble results that may occur follow ng
t he actions of the Comm ssion."”

Do you see that?

A Yes, | do.

Q So in Part B, as in Bravo, your response is
that a possible outcome could be -- a possible
outcome of the Comm ssion disallow ng recovery of AIP
costs would be shifting of short-term
incentive-conmpensation to base sal ary.

But in Part D, as in David, when we
asked, is it possible outcome removal of the
shar ehol der protection feature, you said you were not
asked to render an opinion.

So how are you able to give the answer
you gave in Part B, where you suggested the possible
outcome, if you don't have an opinion?

A On Part B, | made the assumption that if
short-termat-risk conpensation were elim nated a
i kely nove would be to increase base sal ari es.

Q And what is your basis for that belief?

A The assunption on ny part is many
possibilities that ComEd m ght pursue.
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Q Okay. Do you believe a possibility
foll owi ng hypothetical disallowance of AlIP expense
could be that ComEd would renmove the sharehol der
protection feature?

A It could be one of many desi gn changes t hat
t hey make, yes.

Q Okay. Thank you

Did your analysis of utility peers

eval uate or address whether the incentive plan costs
were allowed or partially or conpletely disallowed in
the various states utility comm ssions?

A No, it did not.

Q Okay. Thank you

As a conpensation expert, are you

awar e of whether other states utility comm ssions
have di sall owed incentive pay plans based on
financial performance?

A It is my understanding that there are sonme
states that have.

Q Do you know off the top of your head any
such states?

A | couldn't cite with specific accuracy, but
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| do know that there are some that have.
MR. BERNET: Are you asking on the basis of

operational metrics or financial nmetrics?

BY MR. DOSHI
Q My question was:

Are you aware of whether other state
utility comm ssions have disall owed incentive pay
pl ans based on financial performance?

A It is my understandi ng, that, yes, they
have.
Q | have one final question.

Thr oughout your testinmny, you used
the term "mar ket conpetitive,"” can you define that
term

A In the conmpensation consultive world
"mar ket conpetitive" typically refers to what the
utility or company would define as their conpetitive
pay or market position; so what |evel of pay or what
uni verse you compare your pay prograns agai nst.

More comonly, within an

investor-owned utility space, most utilities will say
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t hey conmpare or target the market median at the 50th
percentile for pay or they target their plan designs
to align with what the predom nant practices are of
for a peer utility.

Q So when you refer to a "market conmpetitive
pay m x," would it be fair to say you're referring to
the pay m x that nost of the peer conpanies are
of fering?

A Yes.

Q And you're not referring to -- would it be
fair to say that you're not referring to the concept

of a pay mx required to conpete with other peer

utilities for prospective enpl oyees?
A There is the conpetitive market for what
will say is pay design, and then pay | evel.
So it would be -- you would be | ooking
at bot h.

So what is the level of pay that you
target against market and what is the conpetitive
desi gn aspects, what pay conmponents or benefit
components m ght you have, so it should cover both.

Q So does the term "market conpetitive pay
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m x" consider a prospective enployee's deci sion

process?
A | would say in nost cases, it's taking into
consi deration the conpetitive market of what utility

peers are doing, and understandi ng what they're doing
and where they're -- and what |evels they're paying.
We don't have an ability to capture
what a prospective enployee may or may not want.
Q Okay. Thank you
MR. DOSHI: That's all my questions,
M. Wat hen. Thank you very much.
JUDGE HAYNES: Is there any redirect?
MR. BERNET: No redirect.
JUDGE HAYNES: Thank you.
Thank you, M. WAt hen
(W tness excused.)
| have Cross-Exhibit 11 was not noved
into the record.
MR. DOSHI : | would like to nove for the
adm ssion of AG Cross-Exhibit No. 11.
JUDGE HAYNES: Any objection?
MR. BERNET: No obj ection
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JUDGE HAYNES:

JUDGE HAYNES:

AG Cross-Exhibit 11 is admtted.
(Wher eupon, AG Cross-Exhibit 11
was adm tted into evidence.)
And | believe it's lunchtinme.
(Whereupon, a lunch recess was

t aken.)
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(Change of reporters.)

JUDGE HAYNES: | s ConmEd ready?

MR. RIPPIE: Your Honors, the Petitioner calls
M ss Christine Brinkman.

JUDGE HAYNES: Good afternoon. Pl ease rai se
your right hand.

(Wtness sworn.)

CHRI STI NE BRI NKMAN,
called as a witness herein, having been first duly
sworn, was exam ned and testified as follows:

DI RECT EXAM NATI ON

BY

MR. RI PPI E:

Q Coul d you please state and spell your ful
name for the court reporter.

A Christine M. Brinkman, C-h-r-i-s-t-i-n-e,
M. Brinkman, B-r-i-n-k-ma-n.

Q Ms. Brinkman, have you prepared or caused
to be prepared under your direction and control
direct testimony for subm ssion to the Illinois
Comerce Comm ssion in this proceedi ng?

A | have.
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Q | s that document the docunent that has been
identified as Commonweal th Edi son Exhibit 2.0 for
identification?

A Yes.

Q And is that document acconpani ed by seven
exhi bits nunbered 2.01 through 2. 07 and subexhibits
to 2.07 numbered 2.07-APO-1 through 2.07-APC-12?

A Yes.

Q M ss Brinkman, do you have any additions or
corrections to make to Exhibit 2.07?

A Just a couple of updates. So on Page 12
and 13 at Lines 248 to 254, | speak of the appeal in
| CC Docket No. 13-0553 related to the weighted
average cost of capital gross-up for income taxes.

At the time of filing this was accurate. However,
it's my understanding at this point that ComEd has
wi t hdrawn this appeal.

Then on Page 18 on Line 379, the word
"performance" as it references EIMA's performance
metrics index, it should be EIMA reliability metrics
i ndex.

And | have that same correction on
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391. | nstead of "performance,” it should say
"reliability" and that's all.

Q And with the exception of that update and
those two corrections, if I were to ask you the sane
gquestions that appear on Exhibit 2.0, would you give
t hese same answers to the Conm ssion today?

A | woul d.

MR. RIPPIE: Your Honors, that document was
filed on 4/16/14. It conprises 48 pages of narrative
testinony together with the 19 exhibits and it's
filing docket nunmber was 212995.

Woul d your Honors prefer that we file
an e-Docketed version with those two corrected words
or is it sufficient on the record?

JUDGE HAYNES: | think what you said on the
record is sufficient.

MR. RIPPIE: Thank you.

BY MR. RI PPI E:

Q M ss Brinkman, did you prepare or cause to
have prepared under your direction and control
revised rebuttal testinmony for subm ssion to the
Comm ssion in this docket?
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A | did.

Q | s that document the docunent designated
ComEd Exhibit 12.0 Rev, R-e-v for identification?

A Yes.

Q And is it acconmpanied by five exhibits
numbered 12. 01 Rev, 12.02 and 12.02 through 12.05?

A Yes.

Q Do you have any additions or corrections to
make to the exhibit or its attachments?

A No.

Q If I were to ask you the same questions
t hat appear in ComEd Exhibit 12.0 Revised, would you
give the Comm ssion the same answers today?

A Yes.

MR. RIPPIE: Your Honors, that document
consi sts of 45 narrative pages together with the five
exhibits. The originals were filed on 7/23/14; the
revised versions of 12.0 and 12.01 were filed on
8/12/14. The originals had the serial number of
216810 and the revised docunments were 217581.
BY MR. RI PPI E:

Q Ms. Brinkman, finally, did you prepare
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pre-filed surrebuttal testimny or cause it to be
prepared under your direction and control for
subm ssion to the Comm ssion in this proceeding?

A Yes.

Q s that the document marked ComEd Exhi bit
25.0 for identification?

A Yes.

Q And is it acconmpanied by four exhibits

numbered 25.01 through 25.047?

A Yes.
Q If I -- do you have any additions or
corrections to make to 25.0 ConEd -- Exhibit 25.0 or

its attached exhibits?

A No.

Q If I were to ask you the same questions as
appear in the narrative of ComEd Exhibit 25.0, would
you give the Conmm ssion these same answers today?

A Yes.

MR. RIPPIE: Your Honors, that document
consists of 34 narrative pages together with the four
exhibits as filed on 8/21/14 under Serial No. 218041.

| would offer into evidence
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Comonweal th Edi son Exhibit 2.0 through 2.07 and

2.07-APO 1 through APO-12; Commonweal th Edi son

Exhi bi t
12. 05;

25. 4.

12. 0 Revi sed,

and Commonweal th Edi son Exhi bit

JUDGE HAYNES: |s there any objection to

admtting those ComEd exhibits into the record?

(No response.)

Hearing none, they are admtted.
(Whereupon, Commonweal th Edi son
Exhi bit Nos. 2.0 through 2.07,
2.07-APO 1 through APO- 12,

Exhi bit 12.0 Revised, 12.01 Revised
and 12.02 through 12.05 and

Exhi bits 25.0 through 25.4 were

admtted into evidence.)

MR. RI PPI E: | have no further questions for

M ss Bri nkman.

She is avail able for

Cross-exam nati on.

12.01 Revised and 12.02 through

25.0 through

JUDGE HAYNES: Thank you. Who is going first?

MS. CARDONI : Staff is going to go first.

JUDGE HAYNES: Okay.
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CROSS- EXAM NATI ON
BY
MS. CARDONI :

Q Good afternoon, M ss Brinkman.

A Good afternoon.

Q Jessica Cardoni for Staff. | think it wil
not surprise you to learn that | would like to
di scuss incentive conpensation today. So all ny
guestions today will be about incentive conpensati on.

A Okay.

Q ComEd has three incentive conpensation
programs; correct?

A Correct.

Q In the main programis the Annual Incentive
Pl an or AIP; correct?

A What do you nmean by "main program'?

Q The AIP is the only plan that al
Commonweal t h Edi son enpl oyees are eligible for;
correct?

A | believe that's correct.

Q Now, ConmEd has two other programs: The
Long- Term Performance Share Award Programs and the
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Long- Term Performance Progrant correct?

A That's correct.

Q Woul d you agree that no ComEd enpl oyee is
eligible for all three of those prograns?

A That's correct.

Q But a ComEd enpl oyee could be eligible for
two of them correct?

A That's correct.

Q Okay. |'"d like to focus solely on the AIP

for the rest nmy cross day.

A Okay.

Q | f you could turn to your direct testinmony,
Li ne 336.

A Okay.

Q You state, ConmEd inmplements a pay at risk
approach under which ConEd's enpl oyees are at risk of
receiving |l ess than a marketplace | evel of
conpensation if the metrics of the plan are not
achi eved; correct?

A Correct.

Q Now, your testinmony is based on the fact
that a portion of every enployee's market salary is

135



10

11

12

13

14

15

16

17

18

19

20

21

22

at risk; correct?

A Correct.

Q So, for exanple, let's just say that there
was an | T enmpl oyee and 80 percent of their salary was
base sal ary, that would mean that 20 percent of their
salary would be at risk, correct, under that
scenari o?

A In your scenario, yes.

Q Okay. | s your testimony at Line 336 that
unl ess ConEd's enpl oyees receive AlIP, they don't
recei ve mar ket pl ace conpensati on?

A My testimony is that ComEd enpl oyees are at
risk of receiving |ess than a marketplace |evel of
compensation if the metrics under the AIP Plan is not
achi eved.

Q Because that at risk component kind of
makes their salary whole; correct?

A That's correct.

Q So in our exanple of the
80 percent/ 20 percent, the 20 percent at risk portion
is the part that would be dependent upon the
| ncentive Conpensation Program correct?
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A I n your example, that's correct.

Q Okay. And then you state at Line 339, So

understood, the Incentive Compensati on Progranms paid

under these plans should not be construed as sone
form of bonus or additional compensation; correct?
A That's correct.

Q Okay. So what you're saying here -- and

|'m not trying to be repetitive -- but you're saying

that AIP is not a bonus; correct?

A Correct.

Q Okay. MWhat if the AIP payouts result in
hi gher than the marketplace | evel of conpensation?
Woul d you consider that to be a bonus?

A Because the pay is at risk, it's all one
pl an. | would characterize that as enpl oyees can
make above mar ket amounts - -

Q Okay.

A -- if the metrics that they have earned
cal cul ate such that it is paid above target, which
woul d al so mean that they have worked to metrics
above target.

Q Okay. But but you woul dn't characterize
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t hat as a bonus?

A | woul dn't.

Q Okay. So let's do a little hypothetical
her e. Let's say that | work for ComEd and my sal ary
is $100, 000 and using ny exanple above, let's say
t hat 80 percent of my salary is base salary and
20 percent is at risk, so 80 -- $80,000 is ny bass
sal ary and | have $20,000 at risk; correct?

A I n your exanple, yes.

Q My conplicated mat hemati cal exanmpl e.

Let's say at the end of the year |
make $140, 000, would you consider that $40,000 a
bonus? And to make that question clear, the $140, 000
consists of nmy base salary and ny AIP award that |
received.

So to rephrase, would you consi der
t hat 40, 000 above 100,000 to be a bonus?

A No, | would characterize that full AIP
award as your pay at risk.

Q Okay. Now i n your testinony, you state
t hat ComEd enpl oyees earn AIP. Wuld you agree with
t hat statement?
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A | believe | state that a few times, yes.

Q Okay. s it your belief that if AIP is
earned is that award bankable? And what | nmean by
t hat question is, if | earn AIP at the end of the
year -- a year, and the limter is inmposed and I

don't receive that amount earned, can | get that

award next year if the Al -- if the [imter is not
i mposed?

A When you say "that award," what do you
mean.

Q Well, let's say that | earned -- that my at
ri sk pay was 20,000 and | -- let's say that the award
at the end of the year that was earned -- because of
the KPIs -- was 30,000; but let's say the limter

operated such that I didn't get that 30,000, can
try to get that 30,000 the follow ng year or does the
award di sappear at the end of 2013?
A So -- I"msorry, just to make sure |
under stand your exanpl e.
Q Mm- hmm
A So the award earned 30,000 --

Q Mm- hmm
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A -- are you saying that they've gotten
not hing or that the limter --

Q Let's say that the limter was inposed and
t he enmpl oyee -- and no enpl oyee received AlP.

A Okay. No, that's not bankable, it's just
gone for the year

Q Okay. Thank you

Do enpl oyee sal aries get recalibrated
t he next year to include that incentive conpensation
payment ?

A | am not aware that they do. However, |'m
not in the Conmpensati on Department.

Q Okay. So -- and maybe you' ve answer ed
this, but if | took home 140,000 based on that
example earlier and let's say | took that home in
2013. In 2014, would nmy new salary be consi dered
140, 000 and 80 percent would be base and 20 percent
woul d be at risk?

A No. Usi ng your hypothetical, once 2013 is
done, it's done --

Q Okay.

A -- and in the new year, you would stil
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make your base salary, you know, perhaps with a nerit
i ncrease and assum ng you didn't get a promotion and
all those types of things --

Q | would, | think.

A -- and then depending on the AIP Plan for
t hat new year --

Q Okay.

A -- would determ ne your pay.

Q Okay. Thank you

| want to switch to your rebuttal
testi nony and focus your attention on Line 132.

A Okay.

Q You state, While | abeled the sharehol der
protection feature, it could, in a given year, result
in significant benefits for custoners.

Ot her than reducing the overall payout
of AIP if the earnings for share are | ow, how does
the SPF result in significant benefits for customers?

A Well, taking a year |ike 2013 where the SPF
was i nvoked, ConEd enpl oyees worked the operational
and cost control metrics at above target --

Q Ri ght .
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A -- on those metrics.

So there was, you know, above target
al most di stingui shed performance on many of those
metrics; but the limter decreased the payout. So
customers got the benefit of that operational and
cost control work, but paid |less for that.

Q Okay. And then right underneath that
section, you ask a question at Line 140 and you
say -- you ask, Has ConmEd taken steps to ensure that
enpl oyees understand that their focus should be on
t he eight operational metrics?

That's the question that you posed,;

correct?

A That's correct.

Q Okay. And then your answer is, Yes. But
you cite to M. Brosch's testinony which states,
Empl oyees participating in the ComEd KPIs do not have
Exel on EPS as a performance measure, but are subject
to the EPS sharehol der protection feature.

| guess | don't understand. How does
the fact that ComEd KPls are subject to the EPS

shar ehol der protection feature ensure that enpl oyees
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focus on the KPIs?

A What I'mtrying to say here is in the plan,
we have two brochures. We have the Exel on brochure
and the ConmEd brochure. And the ComEd brochure
states all of the operational -- operational cost
control metrics. In M. Brosch's testinmony, |
believe he referred to enployees participating in the
ConEd Pl an, KPIs do not have EPS as a performance
measure, but are subject to the sharehol der
protection feature. So what | was trying to say
there is ConEd enpl oyees understand that EPS is not a
performance measure, the cost control and operational
metrics are; and, you know, by listing that in that
Exel on brochure very clearly -- | believe it's in a
note in the Exelon brochure -- that EPS is not a
performance measure, enployees understand that they
shoul d be operating to the operational and cost
control metrics.

Q Well, do the enpl oyees understand that
ultimately their performance would be Ilimted by the
sharehol der protection feature despite that
exceptional performance?
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A

wel |,

not a guar ant ee.

year.

Q

A

Q

t he sharehol der protection feature

is

It may or may not limt in a given

Do the enmpl oyees think that's fair?

| can'

wel |,

t speak for 6,000 enpl oyees.

you said that -- right above that

enpl oyees understand their focus should be on the

ei ght operational metrics. So you -- you believe

t hat the empl oyees understand they need to focus on

the metrics?

Do you believe the enployees are fine

with the EPS Iimter that mght ultimately take their

performance away?

A

ensure. |

absol utely do understand.

to ensure

Q

A
i ndi vi dual
Q

correct?

So above | say, Has ComEd taken steps to

don't

believe that | say, Enployees

t hat empl oyees understand - -

Okay.

-- but

| can't speak to what each

enpl oyee does or doesn't understand.

wel |,

you receive incentive conmpensati on;

We've taken steps to try
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A Correct.

Q Okay. So a portion of your salary is at
risk as well; isn't that correct?

A That's correct.

Q Okay. And if you work hard all year and
your peers work hard all year and the AIP award is
high that's earned, you m ght not get anything of
your at risk pay; correct?

A That's the definition of at risk pay, yeah.

Q Do you think that's fair?

A | think it's an Al P Pl an. | think it's a
compensation structure that | know about, |'ve
accepted in my job at ConEd.

Q Okay. Could you turn to your surrebuttal
specifically Line 40.

A Okay.

Q You testify ComEd's AIP is earned based on
operational metrics. Ear ni ngs per share are
considered only in the calculation of the payout of
the award; is that correct?

A That's correct.

Q And you stated earlier that all of ComEd's
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enpl oyees are eligible for AIP; correct? You stated

earlier during this cross-exam nation.

A Yeah, | think that's right. What | didn't
indicate -- and this is just a note -- that, you
know, they're -- depending on grades and things |like
that -- performance grades, that will change.

Q Well, conveniently |I'm about to ask you

about that. So...

A Okay.

Q When you say all enployees are eligible for
Al P, that includes the nonunion ComEd enpl oyees as
wel |l as those that are operating under a Collective
Bar gai ni ng Agreenment; correct?

A That's correct.

Q Okay. Does the individual performance of
an enpl oyee have an inpact on the AIP received during
the year it's paid out?

A Yes.

Q Okay. So if, in 2013, ny performance was
poor, my 2013 AIP payout would reflect that; correct?

A What do you mean by "poor?"

Q Bel ow average. So if | can take a monment
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there, in the ComkEd brochure --

Q Yeah. Mm- hmm

A -- there are individual grades that are
referenced.

Q Right. And I think it's -- you can
certainly get there, but | think it's -- you can get
a Grade A, A mnus, B?

A A, B, B plus, B mnus or a C

Q Yes. But not below a C;, correct?

A That's correct.

Q So if I got a C, which appears to be the
| owest - -

A M hmm

Q -- would nmy AIP payout reflect that?
A Yes.
Q Okay. I s individual performance taken into

consideration for the collective bargaining
enpl oyees?
A No.
Q Okay. So if | was a bel ow-average enpl oyee
in 2013 or a poor perform ng enmployee in 2013, |
still earned 140.4 percent of AIP; isn't that
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correct?
A Not necessarily.
Q And why not ?
A Well, if you were a bel ow-average -- and if

| can just assign a grade, let's say are you a

B m nus --
Q Okay.
A -- the fornmula for calculating the AP

woul d be your salary times the anount that is given
to your grade times the Company multiplier, but if
you're a B mnus, that individual multiplier could be
| ess than 100 percent.

Q But what if you're union enployee?

A For a union enmpl oyee, then, that individua
mul tiplier would not be taken into account, so then
yes, you would get 140.

Q And just to rephrase, even if | was a poor
enpl oyee, | would still get -- | would still have
earned 140.4 percent?

A That's correct.

Q Okay. I f you could flip back to your
rebuttal, | just -- 1 just would like you to
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reference the section from EIMA that's on Page 5 of
your rebuttal.

A At Line 99?

Q ' m sorry?

A At Line 99?

Q Yes.

A One second. ' m not there yet.

Q And this is the section that -- of the

Public Utilities Act, Section 16-108.5(c)(4)(A) that
di scusses incentive comp; correct?

A Correct.

Q And this section of the law, it refers to
incentive conmpensation expense; correct?

A " m sorry, | don't see that here.

Q Well, it's the --

A Oh, the first |ine, yeah, okay. Yes.

Q And then in the second sentence it's the
third word?

A Yes.

Q Okay. The statute doesn't use the word
"incentive comp" -- it doesn't use the phrase

"incentive compensati on earned"; does it?
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MR. RI PPI E: M ss Cardoni, to be clear, you're
referring to the section -- the particular section?

MS. CARDONI : Yes.

MR. RI PPI E: Okay. Thank you.

THE W TNESS: No, earned is not included in
this section.

BY MS. CARDONI :

Q And, M ss Brinkman, you're an accountant;
correct?

A That's correct.

Q Okay. As an accountant, what does
"expense" nmean?

A As an accountant, "expense" means what |
woul d record on the financial statements, tax expense
as. ..

Q And in other words, is the payout of the
award an expense? The anmount paid out for AIP, is

t hat an expense?

A From an accounting standpoint?
Q Yes.
A What | will record on the financi al

statements would be the total payout.
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Q Because ComEd is only seeking to recover
the AIP it paid its enployees; correct?

A That's correct.

Q It's not seeking to recover the amount that
ConEd enpl oyees earned as you use the phrase;
correct?

A That's correct.

Q Okay. Sorry to do this, but if you could
flip back to your surrebuttal, Line 108, 1'd like to
direct you to the chart that you include.

A Okay.

Q Okay. The chart that you have provided
on -- after Line 108, you show two colums and the
first is the earned AIP based on operational nmetrics;
correct?

A That's correct.

Q And the second is the actual AIP paid out.

The actual percentage of AlIP that was paid out;

correct?

A That's correct.

Q Okay. So in 2011 -- | just want to make
sure | understand these nunbers -- in 2011, enpl oyees

151



10

11

12

13

14

15

16

17

18

19

20

21

22

earned -- and, again, |I'musing your term nology,
133.3 -- 133.2 percent of the AIP award; correct?

A That's correct.

Q Okay. And it appears that Exelon's earning
per share must have been high because the earned AIP
was paid out to enployees; correct? The exact amount
t hat was earned was paid out?

A My understandi ng of the 2011 plan was that
that had a |limter based on ComEd's income --

Q Okay.

A -- and that limter did not apply in that
year.

Q Okay. But my question is just was the
amount earned the same as the anount paid out?

A Yes.

Q In 2012, the enmpl oyees nust have performed
very well because the earned AIP based on operational
metrics was 148.4 percent; correct?

A That's correct.

Q But the EPS must have been not as high
because that number was limted to 115 percent;
correct?

152



10

11

12

13

14

15

16

17

18

19

20

21

22

A The amount was limted to 115 percent.
don't know what the EPS threshold target and

di stingui shed amounts were set at --

Q Okay.

A -- to speak to what EPS was.

Q And then in 2013 as we know -- and
actually, |I'mwondering if that's a typo, it says

140.7 percent was earned and maybe the discrepancy is

not important, but | thought earlier at Line 140 of

your testinony, you had said that the earned AlIP was

140. 4 percent?

A So, I'"'msorry, when | | ook at the chart
next to 20137

Q " m | ooking at the average, | apol ogi ze.

So as we know 140.4 percent was

ear ned?
A That's correct.
Q Okay. And -- because of the [imter this

year, 124.4 was paid out?
A That's correct.
MS. CARDONI : Okay. That's all 1 have.

Thanks.
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MS. SATTER: |f we could have just a m nute.

M. Doshi and | have both have
guestions, but M. Doshi is going to ask questions on
incentive conmp, so we thought to continue on the sanme
topic, he'll go first.

JUDGE HAYNES: Okay. And then you won't have
guestions on incentive conp?

MS. SATTER: Correct.

JUDGE HAYNES: Okay.

CROSS- EXAM NATI ON

BY

MR. DOSHI

Q Good afternoon, M ss Brinkman, how are you?

A Good. How are you?

Q Very good. |*'m Sameer Doshi, I'm an
attorney in the Attorney General's Office. | believe
we' ve met before.

| have some questions for you as you
may i magi ne about your testimony as well as some of
your data request responses.

A Okay.

Q l'd like to start with your surrebuttal,
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Exhi bit 25.0. On Page 2 at Line 34 you have a
bol d-faced capitalized heading that says, ConEd's
conpensation prograns are proper, no disall owance
| oans shoul d be made.

So is it the Company's position that
all recorded AIP expenses for 2013 should be
recovered in rates?

A That's correct.
Q Al'l right. Thank you

At Page 3, Line 45, you state that the
alternative of allowing 102.9 percent of the award --
and as a parenthetical, | believe that refers to a
proposal by Staff Wtness Bridal and then you
continue -- however, better approxi mtes the actual
Al P earned by ComEd enpl oyees pursuant to the
operational and cost control metrics set forth in
El MA and than Mr. Brosch's proposed disall owance of
the entire AlIP award.

Do you see that?

A | do.
Q s the Company willing to accept a partia
di sal |l owance of AIP costs so that only 102.9 percent
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woul d be recovered as proposed by Staff Wtness
Bri dal ?

MR. RIPPIE: What do you mean -- | object to
t he question. \What do you mean by "accept?"

Do you nean legally waive all rights

to ask for sonmething greater or...
BY MR. DOSHI

Q Woul d the Company -- is it the Conpany's
position that it will not contest the proposal
of fered by Staff W tness Bridal as described?

A | believe | state that the Conmpany's
position is that everything should be recovered.

Q Al'l right. Thank you

A Yeah, I'm sorry. It's Line 114: As
di scussed t hroughout ny testimony, ComEd believes the
full amount of the AIP award that was paid out in
2013 i s reasonabl e and recoverabl e.

Q Al'l right. Thank you

On Page 6 at Line 105, you state, |If

t he Conmm ssion chooses to inmpose an alternative
limter in this case, they should consider the facts
of this case. And then you show the three-year
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average of earned AlIP based on operational netrics as
you define the term "earned" for 2011, 2012 and 2013
at Line 108.

Do you see that?

A | do.
Q s it the Conpany's position that it would
not contest the proposal that you lay out at -- from

Li nes 105 through 1127

A Again, | believe |I've stated it's the
Conpany's position that ConmEd believes that the full
amount of its AIP award that was paid out in 2013 is
reasonabl e and recoverabl e.

Q Okay. Thank you

I f the Comm ssion chooses to inpose an

alternative limter under the hypothetical that
you've introduced at Page 105 -- |I'm sorry, Line 105,
why would it be appropriate for the Comm ssion to
all ow recovery of AIP incentive conmpensati on expense
based on a historical average of actual payout?

A So a couple of things. | wouldn't call
this a hypothetical. | called it an alternative and
| believe it's up to the Comm ssion what they choose
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to allow and disall ow. | can't form an opinion on
what the Comm ssion should do.

Q You stated at Line 109, the Comm ssion
could consider inposing a limt of 124.2 percent and
then you -- you observe that this alternative uses a
t hree-year average.

Why did you introduce the concept of a
t hree-year average?

A What | was trying to show here is | believe
in M. Bridal's testinony, he stated -- and |'1]|
par aphrase because | don't have it in front of me --
he stated that one Iimter could be 102.9 because
there is past Comm ssion history with that in comon
cases or the Comm ssion could choose a |limter of
t heir own. So to allow more information for the
Comm ssion to make their decision, | introduced this
option showi ng the AIP performance and payout since
t he adoption of EIMA in 2011.

Q Okay. Thank you

And why did you consider the past
three years as opposed to the past five or 10 years
to conpute the average?
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A | was just |ooking at the years that
El MA -- EIMA was adopted in 2011

Q Okay. Are there any other el ements of
ConEd' s asserted revenue requirement that are based
on -- sorry, its asserted revenue requirement in this
proceedi ng that are based on a three-year average of
expenses over 2011, 2012 and 20137

A | can't say for sure w thout going through
the entire revenue requirenment. | mean, we have many
schedul es and many cal cul ations within that whole
revenue requirement, so | can't say for sure whether
there is a three-year average in there or not.

Q Al'l right. Thank you

And can you confirmin that your table

at Line 108 in the actual payout colum, the actua
payouts for each year were determ ned after

consi dering the sharehol der protection feature?

A No.

Q | s that not correct?

A That's not correct.

Q In 2013, was the sharehol der protection

feature considered in determ ning actual payout?
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A Yes.

Q In 2012, was the sharehol der protection
feature considered in determ ning actual payout?

A Yes.

Q And in 2011, was the sharehol der protection
feature considered in determ ning actual payout?

A No.

Q Was there no EPS imter in effect in
relation to the AIP for 20117

A There was no EPS imter in the plan in
2011.

Q Okay. Thank you

On Page 6 at Line 122 you st ate,
M. Bridal's 102.9 percent Iimter proposal
effectively negates the EPS |imter while recognizing
t he KPI-based nature of the ComkEd AlIP award.
Do you see that?

A | do.

Q Can you explain how M. Bridal's proposa
effectively negates the EPS limter?

A Wel |, because the EPS |imter, as we see at
the Table at 108 for 2013 limted the payout to 124.4
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percent. The 102.9 is below that and has nothing to
do with ConmEd's 2013 EPS performance -- |'m sorry,

Exel on's 2013 EPS performance.

Q | f we substituted the word "ignores" for
"negates,"” would you still agree with the statement
at -- starting on Line 122 with M. Bridal's...

A Well, it still puts a limter on the

payout, so | would have to think about whether
"ignore" could be used. It ignores the 2013 EPS
performance.

Q So would it be fair to say that in your
view, M. Bridal's proposal is substituting a
different limter for the Exelon sharehol der
protection feature?

A For what year?

Q For 20137

A What |'m saying -- or what |I'mtestifying
is that M. Bridal's 102.9 Iimter recognizes the
KPI - based nature of the ConmEd AIP award and it's a
proportionate remedy far more appropriate than a
conmpl ete di sall owance of expenses related to the AIP

program
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Q Woul d you agree that M. Bridal's proposal
reduces recoverabl e expense bel ow actual payout for
20137

A Well, the math would tell you that 102.9 is
| ess than 124. 2.

Q Okay. Thank you

Ri ght now l'd like to nove to your
rebuttal testinony, Exhibit 12.0 Revised. Can you
turn to Page 3 of your rebuttal testinmny, please.

A Okay.

Q At Line 54 -- starting at Line 54, you
quote the applicable part of the Public Utilities Act
and you have -- in Footnote 2 at bottom you have the
citation for that, Section 16-108.5(c)(4)(A). So the
section of the statute that you've quoted there says,
| ncentive conpensation expense that is based on net
income or an affiliate's earnings per share shall not
be recoverabl e under the performance based fornul a
rate.

Do you see that?
A | do.
Q Now, in that portion of the statute, is the

162



10

11

12

13

14

15

16

17

18

19

20

21

22

term "based on" defined?

A It is not.

Q Does the statute say either in this -- in
this quoted portion or in sonme other part of
Section 16-108.5, does the statute say that only
positive factors and not negative factors constitute
t he concept of based on?

MR. RI PPI E: |'d have to object. The witness
can only talk about the portions of the statute that
she references and if you want to try to lay a
foundati on that she has any famliarity with the
entirety of 16-108.5, you are welconme do that, but
she's talk being a very specific section.

JUDGE HAYNES: Sust ai ned.

MR. DOSHI : Let nme rephrase the question.

BY MR. DOSHI

Q In the portion of the statute quoted on
Page 3, does it say -- does it indicate that the term
"based on" would relate to only positive factors and
not negative factors?

A The quote that | have on Page 3 at Line 54

says, Incentive conpensation expense, as based on net
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income or an affiliate's earning per share shall not
be recoverabl e under the performance based fornul a
rate.

Q So it sounds like you don't see any
i ndi cation that "based on" refers to only positive
factors and not negative factors; is that correct?

A | did not read that in the lines | just
read, no.

Q Okay. Thank you

Is it correct that in 2013, the

sharehol der protection feature operated to reduce
actual AlIP payouts by approximately $8.5 mllion?

A | believe that's correct.

Q Was that $8.5 mllion reduction based on
Exel on's earnings per share?

A It was based on the sharehol der protection
feature.

Q Okay. Thank you

|'d like to turn to Page 6 of your

rebuttal testinmony. At Line 128 you state, ComEd AIP
is not funded based on an Exelon earning |level no

matter what that |evel is.

164



10

11

12

13

14

15

16

17

18

19

20

21

22

Do you see that?

A | do.

Q Now, | notice that you've used that term
"funded," several times throughout your testinmony.

Coul d you explain your understanding
of the term "funded" as you've used it?

A Yeah. When | think of "funded," | think
earned, so simlar to earned. ComEd enpl oyees have
earned Al P at 140.4 percent, so that is the funded
amount .

In the 2013 plan, that funded amount
can be imted by the sharehol der protection feature,
t hat funded or earned anount could be limted by the
shar ehol der protection feature.

Q Thank you

| have a simlar question to that
asked by M ss Cardoni earlier. As an accountant,
when you record payroll expense, would you record
actual payout under the AIP or the anount that was
funded under the -- | should clarify, |I mean under
t he ConmEd Al P?

A |f the question is simlar to
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M ss Cardoni's | would record on the books the amount
t hat was paid out, that is the actual expense.
Q Okay. Thank you
Can you confirm that the sharehol der
protection feature in 2013 defined the threshold
| evel of Exelon EPS as $2.22 per share?

A |'d have to | ook at the plan. | don't
recall. That may be right. Yes. On Page 3 of the
Exel on brochure it states the threshold EPS is $2.22.

Q And, hypothetically, if Exelon EPS for 2013
had been determ ned to be $2.22 per share or bel ow,
can you confirm that ComEd AlIP payouts would be
reduced to zero in that case?

A No.

Q Can you explain the significance of the
$2.22 threshold | evel ?

A The $2.22 is the threshold. So if Exelon
EPS is $2.22, then the ComEd -- then the sharehol der
protection feature -- if the Exelon EPS is $2.22 the
t hreshol d has been met.

Q And if the threshold were not met, what
woul d be the inmplication for the sharehol der
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protection feature?

A In the hypothetical exanple or in 20137
Q In the hypothetical exanple.
A Well, in the hypothetical, it would depend

on the amount that was earned under the ComEd
operational and cost control metrics.

Q Hypot hetically, if the Company performance
mul tiplier determ ned pursuant to KPIs for a given
year were a positive number and, further
hypot hetically, if Exelon EPS were below threshol d,
what woul d happen to Exel on Al P payouts?

MR. RI PPI E: M. Doshi, to be clear, you're
operating in a hypothetical given year but with the
2013 plan; right?

MR. DOSHI : Yes.

THE W TNESS: So just so |I'mclear what you're
saying is the ConmEd operational and cost control
metrics have been met and there is a positive payout
t here?

BY MR. DOSHI

Q Yes.

A But the EPS threshold has not been met --
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A -- in this hypothetical?

Then | would say the amounts earned
under the ConEd cost control and operational metrics
woul d then be Ilimted to zero.

Q Okay. Thank you.

And t hus the amount paid out would be

zero in that hypothetical; is that correct?
A That's correct.
Q Okay. Thank you.

Can you tell me, for any given year on
what date in that year or maybe the follow ng year,
is Exelon EPS cal cul ated and determ ned for purposes
of the sharehol der protection feature?

A | don't know the answer to that question.

Q Okay. Do you have an estimte or a best

A Of the date?

Q Yes.
A | don't know.
Q Okay. |'d like to present a hypothetical.

M. Rippie may suggest it's too conmplicated, but ['ll
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Let's assume the date when the Exel on
EPS, for purposes of the sharehol der protection
feature, is determ ned is December 31st for a given
year. So -- just for exanple under my hypothetical,
on December 31st 2013 Exel on EPS woul d be cal cul ated
for purposes of determ ning how the sharehol der
feature m ght or m ght not apply to the ComEd AIP for
2013.

Further in my hypothetical, let's say
on December 31st it were cal cul ated that Exelon EPS
were $2.21 for 2013, what would thus be the resulting
ComEd Al P payout for 2013 under that hypothetical ?

A Agai n, you are also assumng in your
hypot hetical that the cost control and operational
metrics have shown an earned positive amount?

Q Yes.

A Then based on this -- applying this plan to
your hypothetical and as an accountant, assum ng the
year-end cl ose happened really fast if you notice on
Decenber 31st of 2013, | would say that the payout is
reduced to zero.
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Q Okay. Thank you

Now, further in my hypothetical world,
on January 1st somebody cones into the office after a
rocky New Year's Eve and realizes that they didn't
add the numbers properly yesterday -- and by
"somebody,"” | mean sonebody in Exelon's Finance
Department and this person's in Exelon Finance
Department recal cul ates Exel on EPS and realizes, Oh,
whoops, actually, it's $2.22, what effect would that
recal cul ati on have upon ComEd's actual AIP payout for
2013 in that hypothetical world?

A well - -

Q Woul d that increase the ComkEd Al P payout
for what was previously thought on December 31st?

A Well, |I'"munclear in your hypothetical. I
mean, when we're calculating this EPS, are you
assum ng that we are looking -- every time we
recal- -- calculate or recalculate we are | ooking at
the AIP plan with every single calculation of EPS?

Q In my hypothetical nothing changed with
respect to achievenment of KPlI targets on January 1st
versus Decenmber 31st.
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A Okay.

Q Yes. On both days Exel on non-gap EPS was
cal cul ated for purposes of determ ning whether the
sharehol der protection feature should apply?

A So if -- in your hypothetical, again, using
the 2013 plan, the EPS on that date is now $2.22,

t hen dependi ng on where those costs and operational
performance metrics | anded, the payout would still
be -- potentially be limted, again, depending on
where those operational metrics came out. I f the
operational and cost control metrics only came to 40
percent and by meeting threshold, the limter got to
60, then the limter doesn't apply.

Q So under ny hypothetical, the cal cul ated
actual AIP payout due, when it was cal cul ated on
Decenber 31st was zero; but then on January 31st when
Exel on EPS is recal cul ated, the actual AIP payout due
woul d i ncrease to a positive number?

MR. RI PPI E: If this weren't so potentially
i mportant, | wouldn't object, but you now said
January 31st --

MR. DOSHI: ©Oh, | did?
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MR. RIPPIE: -- and you were saying
January 1st.

MR. DOSHI : " m sorry.

MR. RIPPIE: And also, to be clear, is the
January 1st calculation a recal cul ation as of
Decenber 31st?

MR. DOSHI : Yes.

MR. RI PPI E: So it's just somebody made a
m st ake?

MR. DOSHI : Yes.

THE W TNESS: So, again, ny answer doesn't
change. If you've now met the threshold, depending
on where those cost control and operational metrics
came - -

BY MR. DOSHI

Q If I can interrupt you, the assunption I
posited was that KPI targets were met for 2013.

A So then, yes, you would not be limted to
zero.

Q So then actual AIP payouts do increase to
some positive nunber from zero?

A Wel | - -
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MR. RI PPI E: Hol d on. | object. | ncrease from
what? You just told me it was a m st ake.

MR. DOSHI : | ncrease from what was previously
wrongfully cal cul at ed.

MR. RI PPI E: Oh, if -- increase as conpared to
the m stake?

MR. DOSHI : Sur e.

MR. RI PPI E: Okay. Got it. Sorry.

THE W TNESS: Yes. So any number above zero is
a positive adjustment.
BY MR. DOSHI

Q Okay. Thank you

|'d Ilike to refer to your direct

testimony, Exhibit 2.0. At Page 7, Line 133 you
begin a discussion of performance nmetrics that ConEd
is required to meet under the EIMA

Do you see that?

A | do.
Q And then you refer to -- towards the end of
t hat passage, towards -- towards the end of the

passage that ends at Line 156 on Page 8, you refer to
t he cal cul ati on of ConmEd's performance metrics
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penalty for 2013.
Do you see that?
A Can | just read this real quick? Okay.

' m sorry, can you you please repeat the question?

Q Me question was just do you see your
di scussion of ComEd's -- sorry, |'mreading your
testinmony frommy ComEd -- what you call ROE penalty

cal cul ati on pursuant to ComEd's nulti-year
performance metrics plan that you discuss from --
Page 7, Line 133 to Page 8 Line 1567

A | do.

Q Okay. And at Line 153, you state that the

cal cul ati on of the penalty was reflected on work

paper 23.
Do you see that?
A | say, The calculation is set forth on work
paper 23.

Q Okay. Fair enough. Thank you.
l'd I'i ke now to distribute what we
will call AG Cross Exhibit 12, | believe, which is a
copy of of ComEd's work paper 23 that you alluded to
in your testinmony. l"mwait until my coll eague
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distributes it.
(Wher eupon, AG Cross
Exhi bit No. 12 was
mar ked for identification.)
BY MR. DOSHI
Q Do you now have that work paper in front of
you.
A | do.
Q Thank you
So do you see at Line 4 where it
i ndicates that there was a service reliability target
penalty of negative point 05 percent?
A | do.
Q Okay. Thank you
Now, |I'd like you to refer back to
your direct testimny, Exhibit 2.0. At Page 20
staring at Line 425 and continuing to Line 442 you
state, that -- and you state specifically at
Li ne 440, That ConEd enpl oyees exceeded target
performance on all but one KPI in 2013 resulting in a
cal cul ated Al P payout of 140.4 percent.
Do you see that?

175



10

11

12

13

14

15

16

17

18

19

20

21

22

A | do.

Q And at Line 435, it |ooks |like the one KP
t hat was not met was capital expenditures.

Do you see that?

A | do.

Q So my question is: | f ComEd met all of its
KPI's with respect to operational goals in 2013, then
why is it paying a service reliability target penalty
under EI MA?

A Well, you're conparing two different
metrics. These are AIP metrics. These nmetrics
relate to the ROE penalty under EI MA.

Q Thank you

| guessed as much, in fact. Can you
explain how the metrics differ and if so, why they
are not aligned?

MR. RIPPIE: Can we take them one at a time?

MR. DOSHI : Sure.

MR. RIPPIE: Thanks.

BY MR. DOSHI
Q Can you explain how the metrics differ?
A Each individual metric? No. l*'m not --
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all 1 state on the performance metrics penalty is

t hat we had one and it inpacts ROE. | state nothing
about these performance metrics as it relates to the
Al P pl an.

Q Thank you. | understand.

But if ComEd met or exceeded all of
its operational metrics under the AIP plan but failed
to meet a target -- a service reliability target
under EIMA, it sounds |ike the operational goals
under AIP are not aligned -- at |east some of the
operational goals under the AIP are not aligned to
operational goals under EI MA.

Woul d you agree with that?

A No.

Q Can you explain how ConmEd coul d have met or
exceeded all of its operational KPlIs under AlIP but
failed to meet a service reliability target under
El MA?

A | can't. | don't have all of the
definition of these performance metrics in front of
of me to conpare the two.

Q Okay. That's fine. Thank you.
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l'd Ilike now to discuss the data

request responses

t hat you submtted on Monday night,

| believe and we're going to mark that as AG Cros

Exhi bit 13 and ny coll eague wil

(Wher eupon,

Exhi bit No.

mar ked for

BY MR. DOSHI

AG Cross

13 was

identification.)

Q So I'd like to begin with data request

17. 01.
Do you have that in front of you?

MR. DOSHI : |'m sorry, M. Rippie?

MR. RIPPIE: Can we wait?

MR. DOSHI: Oh, sure.
BY MR. DOSHI

Q Now, I'd like to begin by setting some
cont ext . I n your surrebuttal testimony, Exhibit

at Page 4, Line 65

, you stated --

S

distribute those.

25.0

t he question was,

Does applying the I ogic behind the Conm ssion's

decision in Docket
plans own [imter

Your

No. 11-0721 i.e.

make sense here?

answer

is,

Yes.

appl ying the

Appl ying the
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| ogi ¢ behind the Comm ssion's decision in Docket
11-0721 to this case would result in allow ng
recovery of exactly what ComEd has requested -- 124.4
percent -- the amount of AIP paid out after applying
the limter.

Do you see that?

A | do.

Q And then back to data request AG 17.01, we
asked you to review the order in Docket No. 11-0721
and explain how the Comm ssion's |logic on the
incentive conmpensation issue would authorize recovery
of all of ComEd's 2013 AIP incentive conpensation
plan and in your response, you -- you referred to
Pages 88 through 90 of the order and Page 89
specifically where the order states: ConEd' s act ual
Al P performance resulted in a cal cul ated payout of
110. 3 percent and then you quote where the order
says, The initial net income [imter -- |I'mnot sure
if this is a direct quote -- resulted in a payout of
102.9 percent and then you note that at Page 90 of
the order, the Comm ssion approved ConmEd's inclusion
of its 2010 AIP expense at 102.9 percent.
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Does that all accurately describe your
response?

A Yeah, | think you read it verbatim
Q Okay. Thank you

So is it your contention that in the
11- 0721 case, the Comm ssion approved an EPS Iimter
based on Exel on Corporation's EPS that applied to the
ConEd' s Al P?

A | don't think | state that here. \What the
Comm ssion did in that order was approved a payout
that was |imted by net income AlP.

Q Net income of which entity?

A Of ConEd.

Q Of ComEd?

So the net income Iimter that was at
issue in Docket 11-0721 that related to the ComEd AlIP
was based on ComEd net income; correct?

A Correct.

Q And it was not based on Exel on
Corporation's net income; is that correct?

A That's correct.

Q Okay. Thank you
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And under your understandi ng of that
statutory | anguage that we discussed earlier, is
ComEd an affiliate of ComEd?

MR. RI PPI E: If we're going to talk about some
statutory | anguage that's now 20 m nutes old, | think
it's fair for the witness to be directed back to it
so she can | ook at it.

MR. DOSHI : Sur e.

THE W TNESS: 12. 0 Rev, Line 54.

BY MR. DOSHI

Q Okay. Thank you for directing ne.

Yes, at Line 54 and 55, the statute

refers to incentive conpensation expense that is

based on net income or affiliates earnings per share.
A That's correct.
Q "1l wi thdraw the question

|'d like to refer to your response to
data request 17.03 C.
A Okay.
Q We asked that -- we asked you to confirm
t hat no party brought the sharehol der protection
feature or any sim | ar Exelon Corporation EPS-based
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l[imter than applicable to the ComEd AIP to the
Comm ssion's attention in that docket.
And in response, you stated that
ComEd' s 2011 AIP plan at issue in |ICC Docket No.
12- 0321 was subject to a ConEd net income |limter.
ConEd provided the plan documents to the parties as
part of party testinony exhibits as part of that
case.
Do you see that?

A | do.

Q Do you know what piece of testimony in that
case mentioned or describes the net income limter?

A | did not go back and read all the
testinony in that case.

Q So what is the basis for your belief that
t he plan docunents were part of testinmony exhibits in
t hat case?

A Well, typically, the revenue requirement
wi t ness has put those plans in as an exhibit to their
testi nony.

Q Okay. So you think typically that would
happen, but you're not aware of the specific exhibit?
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A | can't tell you the exhibit nunber.
Q Okay. Thank you
In data request 17.03 D, we asked
pl ease confirmthat in Docket 13-0318 -- |I'm | ooking
at Roman numeral |1, by the way, D II

A Thank you.

Q We asked, Please also confirmthat no party
brought the sharehol der protection feature to the
Comm ssion's attention in that docket.

I n your response, you referred us to
| ook at your response to Subpart A2 and then if we
turn to your response to Subpart A2, which was a
guestion relating to Docket No. 07-0566, you state
t hat ComEd provided the planned documents to the
parties in the course of discovery.

Now, in relation to Docket
No. 07-0566, do you know if the planned docunents
were entered into the record as testinony or
exhi bits?

A | can't be for sure. | mean, | said that
they were provided in the course of discovery, but
again, | didn't go back and read through every piece
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of testimony in that case.
Q Okay. | had the same question for Docket
No. 13-0318.

Are you aware whether the AIP plan
docunments or anything else mentioning the sharehol der
protection feature was entered into the record as
testi mony or exhibits?

A | do believe in the 13-0318 case, it was in
with the direct testimny of Martin Fruehe.

Q Okay. Next, 1'd like to refer to your
response to data request 17.04. In the question, we
refer to Lines 99 to 100 in your surrebuttal

testinony, Exhibit 25.0 which is on Page 5 --

actually, to set the context better, | should back up
all the way to Line 92. | think that would be
better.

The question in your testinmony, |Is why
should the Comm ssion focus on the ConEd cases -- |

think there you are referring to recent ComEd rate

cases -- as opposed to the other cases discussed by
M. Bridal -- | think you're referring to
M. Bridal's rebuttal testinmony -- and your answer

184



10

11

12

13

14

15

16

17

18

19

20

21

22

is: The facts and circunmstances of each case are

uni que as are the incentive conmpensation plans of
each utility. It is, therefore, difficult to tell if
and to what extent the Conmm ssion reached a different
result in those other cases. Mor eover, to the extent
the Comm ssion did reach a different result, there
are two reasons why the Comm ssion could have done

t hat .

One, either the Comm ssion was being
arbitrarily inconsistent, which | doubt would be the
case. O, two, there are significant differences
between the facts in those cases and the facts in the
ComEd cases.

Now, in your point one there, it
sounds |ike you're suggesting -- you believe it's
unli kely that the Comm ssion was arbitrarily
i nconsi stent.

| s that an accurate description of
your testimony?

A Yes.
Q Would it be fair to say that you are thus
implying that it's much more |likely that there are
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significant differences between the facts in those
cases and the facts in the ComEd cases?

A That's correct.

Q Okay. Thank you

So in your response to data request

17.04, you cited the part of your testimony on Line
98 where you suggested one possible reason could be
t hat the Comm ssion was arbitrarily -- was being
arbitrarily inconsistent; but | guess now you're
saying that was an unlikely outconme; is that
correct -- or an unlikely interpretation?

MR. RI PPI E: | guess | object to the
m scharacterization of the data request response
whi ch rather clearly contains her quotation that
there are two reasons why it could have been the
case.

MR. DOSHI : | understand. But because
M ss Brinkman just a couple m nutes ago adm tted that
the first reason in her testimony is unlikely, |
would i ke to further explore her understandi ng of
the second reason she gave in her testinony.

MR. RIPPIE: Well, I'"m not objecting to that.
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" m simply objecting to you characterizing the data
request response as saying there is only one reason
when it says there's two. She explained to you in
her testimny why she didn't believe the first one to
be as likely as the second; but she in no sense in
this document says that there's only one reason. " m
not objecting to your inquiring about it, only to the
m scharacteri zation.

JUDGE HAYNES: Can you rephrase the question?

MR. DOSHI : Yes, your Honor.
BY MR. DOSHI

Q I n your data request response to AG 17. 04,
you declined to explain the significant differences
between the facts in M. Bridal's cited cases and the
facts in the ComkEd cases based, in part, on the
statement in your testinmony that there are two
reasons why the Conmm ssion could have reached
different results; is that correct?

A That's what | state here.

Q So in light of your statement a couple
m nutes ago that reason number one on Line 98 of your
surrebuttal testinmony is unlikely, | would like to
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explore with you a little bit what you believe to be
significant differences between the facts in

M. Bridal's cited cases and the facts in ComEd's
cases.

Woul d that be okay?

A Sur e.

Q Okay. Thank you

"Il start with -- there are two cases
mentioned in data request 17.04. "1l start with
Docket No. 07-0507 from 2008.

Do you believe there are significant
factual differences between that case and the recent
ComEd rate cases as it relates to incentive
compensati on?

A | can't be for sure in either of these
cases. | don't have access to all the testinmony, the
di scovery or these conpani es conpensation plans, so |
don't know what they |look Iike in conparison to
ComEd.

The point that | am making is | ooking
at all of these different Conm ssion cases, it's hard
to tell what was approved and what wasn't approved in
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all of the different dockets cetera because Conmpany's
pl ans are different and because the facts and
circumstances are different in each one.

So just picking these two orders that
you did, I can't tell what all the evidence in those
cases to know what is different and what isn't and |
can't tell fromthe orders that these cases were a
simlar situation as what we have here, which is why
| say in nmy testimony, it makes more sense to | ook at
the ComEd cases because you see the history of
ComEd' s incentive plans over time.

MR. DOSHI : Okay. Thank you.

That's all the questions | have for
M ss Bri nkman. My coll eague, M ss Satter will ask
addi tional questions on other topics.

THE W TNESS: Okay. Thank you.

CROSS- EXAM NATI ON

BY

MS. SATTER

Q Good afternoon, M ss Brinkman.
A Hel | o.
Q Are you ready?
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A ' m ready.

Q Okay. | have a few questions for you not
related to incentive conmpensati on. First, for
clarification, in your direct testinony, you include
Exhi bit -- ComEd Exhibits 2.05 and 2.06 and if |
understand that, these exhibits show how ComEd' s
revenue requirement would change if the Appellate
Court resolves all issues on appeal in your favor; is
that a fair characterization of those exhibits?

A That's correct.

Q So | ooking at ConmEd Exhibit 2.05, it shows
that the top line, Line No. 1 is what's -- what was
bei ng requested in your direct case; right?

A That's correct.

Q And then Line 19 shows what would have been
requested if everything on appeal had been resol ved
in your favor; right?

A That's correct.

Q Okay. So being a | awyer and needing to
wal k through the arithmetic step by step, you would
subtract Line 1 fromLine 19 to determ ne the tota
i mpact of the issues on appeal ?
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A To this case's --

Q Yes.

A -- revenue requirement?
Q In this case?

A Yes.

Q And do you agree with me it's about
$60 mllion total that would be shown | believe in
Line -- Colum FE?

A Yeah, that | ooks about right.

Q And Exhibit 2.06 runs these changes through

the fornul a?

A That's correct.
Q Now, the Comm ssion's decision to adjust
billing determ nants is one of the issues |listed on

2.05: correct?
A That's correct.

Q And that's Lines 17 and 18?

A That's correct.

Q Now, no dollars are associated with that;
right?

A That's correct.

Q Okay. Now, are you aware that the
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Appel l ate Court has affirmed the Comm ssion on this
issue for the second time in a decision dated
June 30th, 20147

MS. SATTER: | mean, |'m asking the witness if
she's aware of it.

MR. RI PPI E: | didn't say anything.

THE W TNESS: | am aware that in two Appell ate
Court decisions related to two specific cases that
t he Appellate Court did not rule in favor of ComEd.
BY MS. SATTER

Q Okay. And those two specific cases were

11-0721 and 12-03217?

A That's correct.
Q Do you consider the billing determ nants
issue -- well, et me rest- -- let me rephrase this.

| s ComEd continuing to contest the
Comm ssion's authority to adopt a billing determ nant
adjustnment in this docket?
A Can you point to where | say that in ny
testinony?
Q | ' m aski ng because your testimny was filed
before June 30th --
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MR. RIPPIE: Well, you -- unless there is a
reference in this witness's testimny or a data
request to that subject, | will object on scope.

MS. SATTER: On billing determ nants?

MR. RI PPI E: No, on scope. To ask whether this
wi tness can testify as to the Conpany's conti nued

pursuit or non-pursuit of issues on appeal in another

case.
MS. SATTER: | "' m not asking about the appeal on
anot her case. | ' m aski ng about in this case.
MR. RIPPIE: Well, then |I'm sorry. [''m

confused. Since the impact on this case that you
just asked her about relates to appeals from ot her
cases, including appeals that -- where there are PLAs
pendi ng and petitions for rehearing pending. So |
renew my objection on scope. If this witness did not
tal k about the current | egal status of those cases,
your question i s inproper.

JUDGE HAYNES: | think that |I'm not clear what
your question was. | f your question was what the --
maybe you can restate your question or if --

MS. SATTER: Let me --
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JUDGE HAYNES: Go ahead.
MS. SATTER: Let me nove on because it wil
ki nd of come back to it. | think that m ght set nore
of a foundati on.
JUDGE HAYNES: Okay.
BY MS. SATTER
Q So in your direct testinony at Page 15 --
actually, starting at the bottom of Page 14, Line 292
there is a caption that says, Resolution of issues on
appeal and then that goes through Page 15, Line 306.
And you say at Line 301, because the Court's make act
during this preceding, ComEd has prepared a schedul e
showi ng how a resolution of those issues, in
accordance with ComEd's views, would affect actual --
woul d affect relevant revenue requirements.
And then you continue, ComEd requests
that if its views prevail, these changes are
i ncor por at ed.
s that a fair summary?
A Can | just read the section real quick?
That's correct.
Q And -- so ny question was whether -- in
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this situation -- in the situation involving billing

determ nants, ConEd's views did not prevail, is ConmEd

asking the Comm ssion to reflect what the Court did
in this case and no | onger contests the billing
determ nant issue?

MR. RI PPI E: First of all, those are two
di fferent questions. And second of all, | renew ny
objection. This witness calculated the numeri cal
i mpact of prevailing in the reference testinony on
t hose issues. There is other testimny where she
spells out, clearly, what the Conpany's position is
on billing determ nants without respect to
anticipating future resolutions or continued

resol utions of those cases. This witness does not

tal k about the |l egal opinion with respect to what the

effect of those decisions are or how they affect the
Comm ssion's authority.
There is a place for that but it isn't

guestioning this w tness.
MS. SATTER: "1l withdraw the questi on.

JUDGE HAYNES: Okay.
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BY MS. SATTER:
Q Let's just talk billing determ nants then.
You do tal k about billing determ nants in your direct

rebuttal and surrebuttal testimony; right?

A | do.

Q Now, in your direct testinony at Page 46,
Lines 975 to 978, you define billing determ nants - -

A l"m sorry --

Q Did you get there?
A -- can | get there real quick?
MR. RI PPI E: | didn't...
THE W TNESS: 975 to 978.
MR. RIPPIE: Of direct?
THE W TNESS: Of direct. Page 46.
MR. RIPPIE: There.
THE W TNESS: Okay. ' m sorry.
BY MS. SATTER

Q Are you with me?

A Yes.

Q So you define billing determ nants as the
number of units of the service that the utility can
be expected to sell. And then you continue, They do
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not change the revenue requirement but change the
charges that are applied to recover that revenue

requi rement; right?

A That's correct.
Q Now, in your rebuttal at Page 22 -- |I'm
sorry to jump around like this -- Line 45- --

starting at 451, you say, That the rates recovering

2013 costs should use 2013 billing determ nants.
s that -- is that right?
A |''m sorry, can you repeat the question,
pl ease.
Q Do you believe that the rates recovering
2013 costs should use 2013 billing determ nants?
A Well, | state here, the fact that the rates

being set in this case are the means by whi ch ConmEd
should ultimately recover its actual 2013 costs is
anot her reason why it is not only reasonabl e but
essential to use the 2013 actual billing
determ nants.

Q So then could you paraphrase that to mean
t hat because you're recovering 2013 costs, you want
to use 2013 billing determ nants?
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A That's correct.

Q Is that a sinple way?
A That's correct.
Q Now, are the 2013 costs that you refer to

at this portion of your testimony, are these the
costs used to determ ne the 2015 rate year revenue
requi rement inclusive of the 2013 reconciliation?

A "' m sorry, can you repeat that one nore
time?

Q Okay. So the 2013 costs that you refer

to --
A M- hnm
Q -- do they refer to the costs that formthe
revenue requirement that will be collected in 2015?
A That's correct.

Q Okay. And they only forma part of it;
right? They only form apart of the 2015 t ot al
revenue requirement? Because of the 2014 projected
pl ant addition expense; correct?

A Well, the 2013 actual costs -- | mean, in
this case, we are cal cul ating what the 2013 actual

revenue requirement should be based on the 2013 FERC
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formul a.

Q And is that reflected in the reconciliation
adjustment or would you say that that's part -- let's
just leave it at, that that is reflected in the
reconciliation adjustnment?

A Well, 2013 costs are reflected not only in
the reconciliation adjustment, but also they're a
basis for the initial year revenue requirement.

Q And in addition to the 2013 actual costs
t hat are used as a basis for the 2015 revenue
requi rement, you add the 2014 projected plant
addi tions; correct?

A That's correct.

Q And that's how the formula works?

A That's correct.
Q So in 2015, consuners will be paying rates
that include three elements, |I'Il specify them The

2015 actual costs, the 2014 plant additions and the
2013 reconciliation adjustment?

A No.

Q Okay. So tell me where |I'm wrong.

A So | believe what you said was 2015 act ual
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costs, 2014 plant additions and 2013 reconciliation.
There are no 2015 actual costs.

Q If | said that, | m sspoke. | spent 2013
actual costs, plus 2014 projected plant additions,
pl us the 2013 reconciliation adjustment.

A That's correct.

Q So would you agree with me that the 2013
actual costs are not recovered in isolation from
ot her costs under the fornula rates?

MR. RI PPI E: | object to the question as vague.
| don't know what "in isolation from' means. And the
record doesn't --

MS. SATTER: Form the total --

MR. RI PPI E: |'m sorry. You started answering
and | think you were trying to answer what | said, so
go ahead. It's an ambi guous term | don't know what
it means and it's not clear. There is a single
charge, so |I'm not sure what "in isolation" means.

MS. SATTER: Are you finished with your
obj ection?

MR. RI PPI E: Yes.
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BY MS. SATTER

Q Do you agree --

MS. SATTER: "' m wi t hdrawi ng the question.

BY MS. SATTER

reconciliation adjustnment

Q -- do you agree that the

2013

in 20157

A The 2013 reconciliation adjustnment is
included in the revenue requirement in this
proceedi ng, which is used in 2015.

Q So even though these are 2013 costs,

they're being charged to consumers in 20157

A That's correct.

Q Okay. s it possible for

ComEd to only

is collected from consumers

charge 2013 costs to consumers who were customers in

2013 - -

A ' m sorry?
Q -- under the formula rate?
A " m sorry, could you say it again? Only

charge 2013 costs?

under

Q To customers who were of

the formula rate mechani sm

record in 2013
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A No.
Q Now, in both your direct and rebuttal
testinony, you talk about the effect of billing

determ nants on the Company's ability to recover its
revenue requirenments.

So specifically on Page 27 of your
direct, Lines 996 to 998 -- |I'm sorry.

A You mean rebuttal ?

Q Wait. Wait. Wait. Hol d on. Page 47.

A 47 of direct?

Q Yeah. At Line 996 you say, increasing the
billing determ nants for projected customer growth
creates a permanent and unrecoverable gap in ComEd' s
ability to recovery the Comm ssion approved revenue

requi rement; right?

A That's correct.

Q And simlarly, in your rebuttal -- revised
rebuttal at Page 21, Line 43 -- 431 to 432 you say,
Adjusting the billing determ nants for customer

growth is a permanent reduction in ComEd's revenues?
A l'm sorry, |I'm not as quick as you getting
t here. Can you point me to that again?
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Q Sur e. Page 21 in your rebuttal, Line 431
and 432.

A That's correct.

Q So is it your position that the Conmm ssion
should use the 2013 billing determ nants to coll ect
rates in 20157

A Can you point me to where | say that?

Q | "' m asking you that question. If that's

your position.

A My interpretation of the statute -- and |
believe it's a plain reading of the statute -- says
to use historical weather normalized billing

determ nants.

Q Okay. So translating that into common
| anguage, do you -- is it your position that 20- --
t hat the number of customers and the weat her
normal i zed usage for 2013 should be used to coll ect
rates in 20157

A lt's my position that the 2013 historica
weat her normalized billing determ nants should be
used.

Q Okay. So let's talk about the effect if

203



10

11

12

13

14

15

16

17

18

19

20

21

22

ConmEd has more customers in 2015 than it had in 2013

all else equal; okay?

A Okay.
Q So let's say -- I'"mgoing to provide you a
hypot hetical. W' ve got a $100,000 revenue

requirenment.

A Okay.

Q We have 1,000 customers in 2013. Okay. W
have 1,100 customers in 2015. So if we simplify
everything and we take the total revenue requirement
and divide it by the total informcustomers using
2013 nunber of customers, the charge will be $100, 000
per customer; is that right? No usage charge, |ust
assum ng straight per customer charge.

A What would -- this hypothetical would never
happen; right?

Q No, no, it wouldn't happen. Don't worry,
it would not happen.

A Okay.

Q Agree, | would agree with that.

A So do you think your math, yes

Q Okay. So then the next -- in 2015, two
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years |l ater, the econony is going great, you have a
10 percent increase in customers, so now we have 110
customers but the same revenue requirenment because
you're so efficient. |f we used the same billing
determ nants from 2013 i nstead of recogni zing
customer growth in 2015, do you agree that instead of
coll ecting $100, 000, the Company would coll ect

$110, 0007

A ' m sorry, can you say that |ast part one
more time?

Q Okay. If you had -- if you had 1,100
customers in 2015, but you based rates on your 1,000
customers from 2013, isn't it true that you would
collect $110,000 rather than $100, 000 spread over
t hose customers?

A Based on your very sinmple example, | think
that's fair to say; but again, in reality, you've got
kil owatt hours that need to be considered, you' ve got
demand charges that need to be considered. All of
t hat weighs into the billing determ nants.

Q But the principle is, if you have nmore
units and you don't change the division really --
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because it's kind of simple division, right, you have
your revenue requirenment by divided by the nunmber of
demand units, right, billing determ nants --

A M- hmm

Q -- if you have fewer demand units than you
have customers, you will collect nore?

A That very basic assunption, yes; but if
you're collecting a 2013 revenue requirement and the
nunmber of customers you had was 1,000, that is what
you should use to try to get to that revenue
requi rement, those costs were based on that year and
based on the read of the statute and using weat her
normalized billing determ nants for that year, you
woul d want to base collecting that revenue
requi rement on the number of customers for that year.

Q So then the new customers just won't be

billed; is that right? So that way you'll be sure to
mat ch. . .

MR. RI PPI E: ' m sorry, | hate doing this, but
you're asking -- when you say "the new custoners,”

you're pulling her back into your hypothetical?
MS. SATTER: Ri ght. The customers --
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MR. RI PPI E: | understand.

MS. SATTER: The new customers that came
on-line in 2014 and 2015 --

MR. RI PPI E: In the hypothetical.

THE W TNESS: | don't -- | can't say that they
woul dn't be bill ed. | mean, if you're in '15 and
you're trying to collect '15 costs, that's a
different exanpl e. If you were trying to collect '13
costs in another year, the way to collect '13 costs
is to use the '"13 billing determ nants whenever you
do it.

BY MS. SATTER

Q So do you think there should be two sets of
billing determ nants, one set for the reconciliation
bal ance and one set for the rate year collection?

A No. | think there should be one related to
the year that you are reconciling. That is your | ast

chance to get the actual costs for that year.

Q Okay. So from your point -- from your
poi nt of view, you would just bill all the customers
t hat you have in the billing year 2015; right?

Because ComEd can't discrimnate anong who its
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billing; correct?

A Wel |, again, in your hypothetical, which we
agreed woul d never happen, | guess |I'm saying yes.

Q So you do you think that there woul d never
be customer growth over a two-year period?

A | don't know what customer growth would be.

Q Okay. Do you think it's -- do you think
it's reasonable to assume no customer growth fromthe
year of the reconciliation to the year of collection
under the formula?

A | don't generally believe in absol utes. I
don't know that | would say no customer growth or no
custonmer | oss.

Q Okay. Now, you also said in those sections
of your testimony we tal ked about earlier that the
billing determ nants adjustment will create a
per manent and unrecoverable gap in the Conpany's
ability to recover the approved revenue requirement.

So my question to you is: Under
formula rates, Section 16-108.5, if the rates do not
produce the revenue requirements for the year in
which the rates were collected within a collar of
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50 basis points of the ROE --

A ' m sorry, you are going to have to sl ow
down.

Q Are you not followi ng nme?

A No.

Q Let's say in a given year the rates do not
produce the expected revenue requirement, okay,
there's a shortfall?

A Okay.

Q Under fornula rates, isn't it correct that
t he Conpany has the opportunity to go back and
reconcile the amount it actually coll ected agai nst
both its actual costs and its reason on equity for
t hat year?

A No.

Q Okay. So in -- let's make it like
concrete. Okay? Here we are in 2015, and we're
doing a case that | ooks back at 2013 costs. All
right?

A Yes.

Q And in 2013, ConEd did not recover its ful
revenue requirements, in other words, it did not
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recover its actual revenue requirenment when you do a
retrospective review, isn't that correct?

A So if | understand your question, you're
saying in 2015, we're | ooking at --

Q ' m sorry?

A -- in 2015, you said we're |ooking at what
was collected in '"13 and conparing that to '13 where
we didn't recover the actual rec- -- so you're
tal ki ng about the 2013 reconciliation?

Q Yes.

A Okay. So then, I'"'msorry, what is your
gquestion?

Q So my question is, is there an opportunity
to go back and determ ne whether the revenues
collected in 2- -- the revenues collected in 2014 for
"13 were sufficient to, nunber one, cover your costs;
and nunber two, provide you with a reason on equity
within a 50-basis point collar?

A No.

Q Okay. So you're not allowed to do that?

A No.

Q So what's the 230 mllion reconciliation
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bal ance that consumers are paying?
A That's a reconciliation of revenue
requi rement, not revenues.

Q And if your ROE falls below, then what

happens?
A Bel ow - -
Q Falls below the collar.
A If the ROE falls below the collar, you are

all owed to bring the ROE is to the collar. And t he
same works on the flip side, if it's above the collar
you bring it down.

Q Does that adjust -- does that collar
adjustnment take into consideration the revenues
produced by the rates? In other words, the actual
revenues received by the Company in the
reconciliation year?

A Yes. Yes.

Q And the statute says there's a 50 basis
poi nt collar around which the revenues will be
anal yzed; right?

A | don't know that that's what the statute
says.
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Q Okay. Strike that. Because the statute
speaks for itself.

Okay. Is it -- do you -- do you
believe that ComEd bears the risk of revenue
fluctuation within the 50 basis point hourly collar?

A That's correct.

Q But is the Company protected from
devi ations in revenue recovery beyond the collar?

A What do you nmean by "protected".

Q You can charge consumers if you fall bel ow
the collar?

A And we don't charge consuners if we come
down?

Q Correct.

A Yes.

Q Okay. So is it correct that the permanent
| oss that you talk about in your testimony -- the
per manent and unrecoverable gap, is that that
50 basis point collar? |Is that where the gap conmes
in?

A Can you point me to where | say that?

Q You don't say it.
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A Okay.

Q In fact, you don't say it. You don't,
that's why |I'm asking you. |f you don't, know that's
fine; but I"'mtrying to pin that down.

A | woul d have to consider that if it's only

what's in that.

Q | just want to make sure | have ny
reference for my next question.

Do you remenber testifying that there
was not a billing determ nant adjustment in the
Ameren cases?

A | do.

Q l'"'m sorry, I'"'mnot finding it in my notes.

Did you include in your testinmony any
evidence related to Ameren's customer growth?

A No.

Q Woul d you agree that if there was no
customer growth in the Ameren service territory,
there would be no adjustment made to the billing
determnants to reflect customer growth?

A Are you asking nme if there is zero customer
growth or negative customer growth?

213



10

11

12

13

14

15

16

17

18

19

20

21

22

Q

custonmer

nor

basi s for

growt h,

positive,

m asking if you -- if there is no

it's zero, it is neither negative

woul d you agree that there would be no

a billing determ nant adjustment under

t hose circunstances?

A

woul d not agree that there is no basis.

woul d say the math probably works out that there is

no adjustment, but if you're making an adjustment,

whet her

positive or

symmetrical.

Q

Okay. Okay.

negative, it should be

But if there's no change,

then would there be any basis for an adjustment?

MR. RI PPI E: It's

MS.

answer .

JUDGE HAYNES:

MR. RI PPI E:

asked and answer ed.

SATTER: | didn't get a "yes" or "no"

did ask it again.

Overrul ed.

You're right.

THE W TNESS: " m sorry, can you ask nme one

more time?

BY MS. SATTER

or

Q

nunmber

of

just said,

custonmers,

if there's no change in demand
do you agree there would be
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no basis for a change in billing determ nants?

A Well, what | testified to here is about the
customer growth adjustment and while |I'm not an
expert on Ameren's formula, | do believe they include
projected plant inmprovements as well, which |ikely
include new business. Again, |I'mnot the expert on
Amer en. If there is no customer growth, | believe
mat hematically that would result in no adjustment.

Q So when you say "likely include new
busi ness,” you don't really know whether it includes
new busi ness or not, do you?

A | don't. | don't.

Q Okay. Now, I'd like to ask you sone

guesti ons about the reconciliation balance and the

ADI T.
A Okay.
Q Now, you talk about some -- you t- --
MR. RIPPIE: This is not an objection. It's

just we're at a roughly an hour and a half and | was

wondering if it's going to be a while, whether we can
take a couple m nute break. | know that it's -- I'm
at the breaking point.
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MS. SATTER: ' m okay with taking a break
ei ther way.

JUDGE HAYNES: 5 m nutes?

MR. RIPPIE: Well, | mean, do you have a --

MS. SATTER: l''m fine.

MR. RI PPI E: Do you have an estimte? |If
you're only going to be another 10 or 15, let's just
do it.

JUDGE HAYNES: 5 m nute break.

(Recess taken.)
BY MS. SATTER

Q M ss Brinkman, now | want to switch to your
rebuttal testinony, Page 23 at Line 467. You talk
about the -- accounting for accumul ated deferred
income taxes related to the reconciliation and you
state there that the reconciliation balance -- this
is at Line 472 -- the reconciliation balance is the
difference between the revenue requirement reflected
and delivery services charges for the prior year with
what the revenue requirement would have been had the
actual cost information been avail able; right?

A That's correct.
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Q So, really, the reconciliation is sinply
actual costs |less revenue requirement that was
assumed for the year?

A Paraphrasing, | think that's fair.

Q So do you understand that both M. Effron
and M. Brosch agree that ConEd could collect that
difference?

A Can coll ect what difference?

Q The difference between the revenue
requirement reflected in delivery services charges
for the prior year and what the revenue requirement
woul d have been had the actual cost information been
avai |l abl e.

A And, |I'm sorry, the question was, do |
think that M. Brosch and Mr. Effron think it's okay
to collect the reconciliation bal ance?

A That the reconciliation balance itself is
not at issue.

A | think that's fair.

Q But you di sagree on the application of
interest to that reconciliation balance?

A How so?
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Q The application of interest to a portion of
the reconciliation bal ance?

A Can you point me to where | say that?

Q So do you agree -- well, let's start over

Do you believe that Mr. Brosch and
M. Effron disagree with ConmEd about the right way to
apply interest to this difference that we just
descri bed?

A | agree.

Q Now, at Page 27 and 28, you discuss
deferred taxes generally. This is in your rebuttal
testi mony and on pages -- at the very bottom of
Page 30, Line 636 going into 637 you say, The
reconciliation balance does not include the income
tax on the reconciliation interest. Under the
present formula, ConmEd will pay those taxes and never
recover them

My question is, when you say, WII pay
t hose taxes, are you tal king about paying taxes on
the interest on the reconciliation balance?

A "' m sorry, can you repeat the question,
pl ease.
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Q When you say at Line 637, Under the present
formula, ComEd will pay those taxes and never recover
them my question is, those taxes refer to the taxes
on the interest portion of the reconciliation
adj ust ment ?

A That's correct.

Q Okay. Now, is it correct that generally an
i nterest expense paid by a conpany is tax deducti bl e,
an interest expense?

A It depends on what it is. | think there
are various fornms of interest. Generally, | think
that's a fair statement.

Q | f ComEd paid interest to finance the
reconciliation balance for the two-year period that
the reconciliation balance is outstanding, do you
agree that it could deduct the interest for tax
pur poses?

A What do you nmean by "if ComEd paid
interest"?

Q | f ComEd financed the reconciliation
bal ance with an instrument on which it paid interest,
t hen would that interest be tax deducti bl e?
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A And are we in a hypothetical situation?

Q Yes.

A So, hypothetically, if ComEd financed the
reconciliation with a debt instrument, then
generally, yes, that interest is probably deductible.

Q So to the extent that the interest paid
equals the interest received -- the interest paid on
t he debt instrument that you just referenced was
equal to the interest received as part of the
reconciliation adjustment, would the tax effect
essentially be neutral?

A ' m sorry, are we in the hypothetical again

where everything is financed with a debt instrunment?

Q Yes.
A That assumes that | amreceiving the same
interest costs that | am paying to the person that |

secured the funds front?

Q Yes.
A Yes.
Q Now, you're famliar with M. Warren's

testinmony in this case; correct?
A Correct.
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Q And speaking of his cost-based nmodel, do
you recall M. Warren's testinmony that the
application of the cost-based nodel to the
reconciliation under collection amunt woul d,
therefore, apply the WACC derived interest rate to
the reconciliation under collection reduced by the
associ ated ADI T bal ance?

A ' m sorry, can you point me to that in his
testinony?

Q Go to ConmkEd Exhibit 23, Lines 161 to 167

A |'"'m sorry, 161 to 167?

Q Lines 161 to 167

A Okay. ' mthere.

Q So you see his statement, The application
of this model to the reconciliation under collection?

A | do.

Q Okay. So according to M. Warren, is it
correct that a cost-based approach to cal cul ated
interest on the reconciliation balance would require
an ADIT adjustnment to the the nunber -- the
reconciliation amount that interest is applied to?

A Yeah, | believe that's correct.
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Q Now, do you -- did you testify in
Docket 13-0318?

A | did.

Q And did you testify on the ADIT in the

reconciliation bal ance?

A The sim |l ar issue?
Q Yeah.
A Yeah.

Q And did you also testify on what was termed
grossing up the interest rate -- that WACC interest
rate on their reconciliation bal ance?

A | did.

Q Okay. And in this case, do you recal
testifying that the --

MR. RIPPIE: Are we tal king about 318 or 3557
You, | think,. Tal ked about two different cases or --
| apol ogize if you didn't. | thought you mentioned
both the FRU and the investigation.

MS. SATTER: No. No. No. Only 3- --

RIPPIE: Only 318. Okay.

SATTER: -- -18.

> & 2

Rl PPI E: Thanks.
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MS. SATTER: | didn't refer to the other case
BY MS. SATTER:

Q So tal king about 13-0318, is it correct

that you testified that the WACC interest rate should

be grossed up for taxes?
A | believe.
A | believe that was in the 318 case, yes.
Q Okay. And that was your position?
A Yes.
Q Okay. And it was also your position that
the AG' s recommendation that the reconciliation
bal ance be reduced by the ADI T before interest is
applied, you thought that was a bad idea? You

opposed that idea?

A In the 318 case?

Q I n 318.

A | believe that's right.

Q So in the 13-0318 case, you were not making
a consistent -- well, strike that. Let nme rephrase

t hat .
In the 13-0318 case, you did not

consistently apply M. Warren's cost-based nodel,
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woul d you agree with that?

A Not as he defines it here, but | don't know
that we were in a cost-based nmodel in 318.

Q Okay. | have one more question in your
surrebuttal on Page 10, Line 195 to 209, you
are tal king about depreciation rate --

A ' m sorry, can | get there?can you pl ease
give me the |lines again?

Q 195 to 209. And this is really a question
more of clarification than anything el se.

A Okay.

Q So if | understand your testinmny, you seem
to be saying that customers should be indifferent to
whet her the depreciation rate applied in a given year
is the updated rate because it will ultimately be
resolved in the reconciliation? |Is that your
position?

A That's not what |'m sayi ng.

Q Okay. Can you just explain what your
position is on that issue?

A Yeah. My position on this issue is

M ss Ebrey is recommendi ng that we update
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depreciation in the current formula for the updated

depreci ation study and she would |i ke that update not

only to the projected plant additions, which we have

included in the revenue requirement, but to

essentially all plant and what my position -- what

am saying is in the initial fornmula case, 11-0721,

this issue was discussed and it is -- an agreed upon

approach was made in that case on how to cal cul ate

t hat and because we are cal cul ating that depreciation

only for the initial rate year, which will end up

getting reconciled and true'd-up; making that change

now i s unnecessary because it will happen when the

rates are in effect and we see the actual costs.

Q Okay. So the updated reconciliation --
excuse me, the updated depreciation rate will be
applied when you do the reconciliation; is that
right?

A That's correct.

Q Okay. | f the applicable updated
depreciation rate were used in this case for the

entire plant in rate base, would that reduce the

variance or the -- would that reduce -- potentially
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reduce the size of the reconciliation bal ance?

A In this specific case?

Q Yeah.

A Well, we will be reconciling the rates that
we calculate in this case that will be in effect in
"15. We will reconcile those rates to the actual '15
revenue requirenment. So I''m making an assunmption
that we are in a growth year and we will have
increase in costs. In that situation, then this
because you would -- because M ss Ebrey's adjustnment

woul d set the revenue requirement higher in this case
and |'m expecting that the reconciliation in '15
because we're in an increasing cost period would be

hi gher, that would |ower the reconciliation bal ance;

but what I'm saying, if you |look at the tables that |
include on Page 11 and 12 is that will not al ways
necessarily be the case. And, again, |I'm assum ng

"15 is an increasing year.

Q Is there any year during the fornmula rate
period that you do not expect it to -- that you do
not expect rate base to increase?

A | don't know that. | don't have the
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forecast for every year.
MS. SATTER: Okay. | have no further
guesti ons.
JUDGE HAYNES: Thank you.
MS. SATTER: | would |like to nove into the
record | believe it was two cross exhibits.
JUDGE HAYNES: AG Cross Exhibit 12 and 13.
MS. SATTER: Yes.
JUDGE HAYNES: Any objection?
MR. RI PPI E: No obj ecti on.
JUDGE HAYNES: Okay. AG Cross Exhibit 12 and
13 are admtted.
(Wher eupon, AG Cross
Exhi bit Nos. 12 and 13 were
admtted into evidence.)
JUDGE HAYNES: |s there nore cross?

MS. HI CKS: Your Honor, given the cross that'

S

al ready taken place, CCI won't be using our reserved

time right now. Thank you
JUDGE HAYNES: Okay. Redi rect ?
MR. RI PPI E: Could we indulge the parties to

take a few m nutes?
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JUDGE HAYNES: Yes.

MR. RI PPI E: | don't think it will be nmore than
5.

JUDGE HAYNES: 107

MR. RI PPI E: | don't think it will be nmore than
5.

JUDGE HAYNES: Okay. 5 m nutes. Thanks.

(Recess taken.)
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M ss Bri nkman,

M ss Satter

were fam i ar

HAYNES: Is there any redirect?
PPI E: Yes, there is.
HAYNES: Okay.
REDI RECT EXAM NATI ON
BY
MR. RI PPI E:
going in reverse order

asked you towards the end of her

exam nati on whet her you were present -- whether

i ndi cated that you were.
Were you al so present here today for

M. Warren's live testimny?

was.

with M. Warren's written testinony and
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Q Do you recall M. Warren explaining the
conditions under which he would apply what he termed
t he cost-based nodel ?

A He would a-ply the cost-base model --

MS. SATTER: ' m going to object to any
restatement of another wi tness's testinmony.

MR. RI PPI E: | asked whet her she was here
when -- and then whether he recalled -- well,
actually, M ss Satter, that's not the question |
asked, but I'"m going to ask it.

You spent a fair ampunt of time asking
her about M. Warren's cost-based nodel and what it
meant and whet her her position was consistent with
hi s model . l'"'mentitled to explore that on redirect.

MS. SATTER: Absolutely. But - -

MR. RIPPIE: That's all |I'm going to do.

MS. SATTER: -- 1 don't think that it's
appropriate for M ss Brinkman to testify to rel ate
what she understand M. Warren testified to live
t oday.

MR. RI PPI E: Fair enough.

MS. SATTER: There is references to witten
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testimony which the Company is very particul ar about
when we ask questions and | think it's appropriate in
this situation as well.

BY MR. RI PPI E:

Q My question was, Were you here when
M. Warren expl ained the conditions that would apply
to his cost-based nodel ?

A M. Warren stated that -- yes. The answer
IS yes.

Q And was there only one such condition?

A No.

Q Now, M ss Satter tal ked about one. Do you
recall what the other two were?

A | believe the other two were when there --
it's necessary to get recovery of costs related to
the interest revenue -- |I'msorry, recovery of tax
cost related to interest revenue and when the ADIT is
real cash.

Q Okay. |s there any way under the
Comm ssion's decision in 0318 and 0553 that
Commonweal t h Edi son can recover the tax costs rel ated
to the incremental income -- interest incone?
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MS. SATTER: ' mgoing to object. This is
beyond the scope.

MR. RI PPI E: Of cross?

MS. SATTER: Of my cross.

MR. RIPPIE: Okay.

MS. SATTER: | asked very -- | asked what
M ss Brinkman testified to in 13-0318. She testified
to what she -- what she did in those cases -- in that
case and | asked if she was aware of M. Warren's
testinmony, but we did not go into conditions and
whet her there is recoveries -- whether ADIT is cash
or not cash or any of those details, so | think this
is way beyond - -

MR. RI PPI E: | didn't ask her anything. This
guestion has nothing to do with M. Warren.

You asked her about interest income on

the reconciliation balance and, in particular,
whet her it generated -- you discussed the tax
i mplications of that. My sinmple question is: I s
t here any way under the current Comm ssion decisions
t hat ComEd can recover its tax costs. That's ny only

guesti on.
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JUDGE HAYNES: Overrul ed.

MS. SATTER: The questi on was whet her the
interest was tax deductible and that was the
guesti on.

BY MR. RI PPI E:

Q And nmy question is, is there any way to
recover it?

JUDGE HAYNES: You may ask -- you may answer
t hat question as he just restated it.

THE W TNESS: The answer i s no.

BY MR. RI PPI E:

Q Does the ADIT, related to the
reconciliation balance, not under the hypothetical,
but in actual 2013, result in any cash benefit in the
rate year?

A No.

Q Okay. Again, not in a hypothetical, but in
t he actual world, does ComEd finance its 2013
reconciliation balance only with debt?

A No. ComEd finances its reconciliation
bal ance with its weighted average cost of capital.

Q Okay. Now, let's go to billing
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determ nants for a m nute.

Do you recall the hypothetical
M ss Satter asked you about Ameren and the
possibility that it would have an increase in number
of customers but no increase in its revenue
requi rement ?

MS. SATTER: Excuse me.

MR. RI PPI E: s it not Ameren?

MS. SATTER: No, | didn't refer to Ameren.

BY MR. RI PPI E:

Q Okay. A hypothetical utility that had an
increase in the number of customers but no increase
in its revenue requirenent.

A Yes.

Q Is that a realistic hypothetical
requi rement in your view?

A In my view, no.

Q Do you recall the discussion of Ameren in
which M ss Satter hypothesized that Ameren m ght have
no customer increase and, therefore, there would be
no need for an adjustnment?

A | recall that, yes.
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Q In such a case, in your view, would the
conpar able treatment of Ameren to the way ComEd has
its current formula be an adjustment that had -- I'm
sorry. Try again.

In such case, would the conmparabl e
treatment be for Ameren to have the adjustnment

formula in its rates but simply process a zero

customer number or would it -- never m nd.
Let's try it this way: | s customer
growth the only billing determ nant?
A No.

Q M ss Satter wal ked you through a
hypot hetical in which the recovery of 2013 costs in
2015 resulted in an over recovery of revenue.

Do you recall that?

A | recall an exanple of 2013 and 2015, yes,
an over recovery, Yyes.

Q If we reversed the hypothetical, would the
result be an under recovery of billing determ nants
-- an under recovery of revenues? Sorry.

A If we reverse the hypothetical? | don't
know what you mean by "reversing the hypothetical,k"”
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" m sorry.

Q Yeah. Let's try it this way: Do you

recall M ss Satter discussing the three elenments that

are present in the 2015 total revenue requirement
bei ng discussed in this case?

A | do.

Q And if you'll allow me, they were the 2013
actuals, the 2014 plant additions and the
reconciliation balance, which is also in the 2013
actual number?

A Correct.

Q Does the 2014 plant additions have any
per manent effect on the payments by customers over
time under EI MA ratemaking?

A No, they will be true'd-up to actual 2014
pl ant additions.

Q If the billing determ nants, however, are
such that the Conpany under recovers -- that a
utility under recovers one of the other two el ements
of the revenue requirement, is there any way to make
up for that | oss?

A No.

235



10

11

12

13

14

15

16

17

18

19

20

21

22

Q Let's tal k about incentive at risk
conpensation. At the very beginning of your
cross-exam nation by M ss Cardoni, you were asked
about the three different plans that the Conpany had
in place.

s there any clarification or
qualification you' d like to add to your answer?

A Yes. The one clarification I'd like to
make is M ss Cardoni tal ked about the AIP which
applies to -- which all ConmEd enpl oyees are eligible
for, the LTPP, the Long-Term Performance Pl an which
key managers are eligible for and then the Long-Term
Per f ormance Share Award Program which executives are
eligible for. The one programthat | m ssed was the
Restricted Stock Program that executives are eligible
for and that we remove fromthe revenue requirement.

Q And, lastly, do you recall questioning by
M. Doshi about the provision of the statute relating
to at risk pay or investment conpensation expense
guoted in your testinmony?

A | do.

Q | said "investment conmpensation” and
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meant incentive conpensati on. You understood that?

A | did.

Q The operative word that you were asked
about during that questioning was the word
"expenses." |Is there any way that the sharehol der
protection feature of the ComEd plans can result in
an incentive conmpensati on expense?

A No.

Q Why is that?

A Because incentive conmpensation expense is
earned and it is only limted by the sharehol der

protection feature, so the expense is earned

conpensation -- is earned incentive conpensation.
MR. RIPPIE: That's all. Thank you very nuch.
MS. SATTER: | have one question

RECROSS- EXAM NATI ON

BY
MS. SATTER
Q M ss Brinkman, does the calculation of the

hourly coll ar separate revenues fromthe 2014
projected plant from other revenues.
A ' m sorry, can you ask that one more time?
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Q Does the cal cul ation of the hourly collar
separate 2014 projected plant revenues from ot her
revenues using, say, 2015 when we go back?

A Well in the current case, 2014 plant is not
in revenues.

Q No, no, no. When you go back and you | ook
at 2015 revenues and you cal cul ate the hourly collar
for 2015; right?

A Uh- huh.

Q In cal culating that collar, are the
revenues that ComEd received in 2015 as a result of
including 2014 projected plant addition in rates
separ ated out or counted separately?

A What do you mean by "counted separately"?

Q Are they included in the total revenues
that are included in the hourly collar cal culation?

A The plant additions?

Q The revenues associated with the 2014 pl ant
additions?

A So if I can clarify, what you're asking me
is in the 2015 case next year when we reconcile 2014,
are the 2014 plant additions included in that nunber?
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Q Are the revenues associated with them
i ncluded?

A By "them " you mean plant additions?

Q Yeah.

A For 20147
Q Yeah.

A No.

Q Okay. So when you | ook at the 2014

reconciliation, the 2014 plant additions are not

included?
A When | | ook at the 2014 --
Q 2014.
A -- reconciliation next year --
Q Mm- hmm
A -- and |l ook at 2014 revenues?
Q Ri ght .
A No.
Q Okay. Because you'll be using 2014

revenues that year?
A Ri ght .
Q Okay. Okay. So there is kind of a gap?
In other words, the 2014 revenues will -- even though
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they weren't bas

be applied to th

ed on 2014 projected plants -- will

at full year?

A To which full year?

Q To the

2014 full vyear.

A The 2014 revenues will be included in the

coll ar cal cul ati
reconciliations.
Q Okay.

2015 will then b

reconciliation;
A That's
Q And in

not -- are inclu

company; right?

A Wel | -

on related to the 2014

And the 2015 year, the revenues in
e considered in the 2015

right?

correct.

t hat year, plant additions are

ded in -- in the total costs of the

Q For 2014.

A Projected plant -- |I'"m sorry.

Q For 2015.
A

l'"'m sorry, |I'm so confused.

Q Okay.
Conpany will not

projected plant?

You said on redirect that the
recover costs other than the 2014
| s that what you said on redirect?
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Rel ated to the billing -- you know because of the

change in the billing determ nants?
A | don't think that's what | said.
Q Okay. Well, maybe there was a
m sunder st andi ng on what you said on redirect. So

then my bottom |line question is: Are all revenues
t hat the Conmpany receives for a given cal endar year
included in the reconciliation for that cal endar year

in calculating the collar?

A Are all revenues?
Q Yes.
A That the Conpany receives, no.

For that given year.

> O

Not all revenues.

Q Okay. Whi ch revenues are excluded?

A | would have to | ook at the collar
calculation to see what specifically is excluded.

Q Okay. Ot her than the collar -- I'm
i mplying the 50 basis point collar?

A That's right.

Q So you think there m ght be some revenues
t hat are excluded expressly fromthat cal cul ation?
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A | woul d have to | ook at the cal cul ati on.
don't know off the top

MS. SATTER: Okay. So you don't know. Okay.

Thank you
RECROSS- EXAM NATI ON
BY
MR. DOSHI
Q M ss Brinkman, | have one question for
you - -
A Okay.
Q -- related to a question were M. Rippie

asked you on redirect.

My question is, in 2013, did the
sharehol der protection feature operate to reduce
ComEd' s incentive conmpensati on expense bel ow what it
woul d have been wi thout the sharehol der protection
feature?

A Wel |, what do you mean "w thout the
sharehol der protection feature"? It was in that plan
and it was invoked.

Q 'l restate the question. In 2013 --

A M hmm
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Q -- did the sharehol der protection feature
operate to reduce ConmEd's incentive conpensation
expense bel ow what it would have been if,

hypot hetically, there were no sharehol der protection

feature?
A And in your hypothetical, you' re assum ng
there's is no other limter?

Q Correct.

A Yes.

MR. DOSHI: Thank you. That's all.

MR. RI PPI E: | actually have one with respect
to M. Doshi's |ast question, your Honors.

FURTHER REDI RECT EXAM NATI ON

BY
MR. RI PPI E:
Q M ss Brinkman, could you | ook at ConmEd

Exhi bit 12 Revised, Line 99?
A Yes.
Q Did the sharehol der protection feature
create any incentive conpensation expense in 2013?
A No.
MR. RIPPIE: Thank you.
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JUDGE HAYNES:
(No r

Thank

Okay. Anything further?

esponse.)

you, M ss Brinkman.

THE W TNESS: Thank you.

MS. CARDONI : Judges, M. Brida

was schedul ed

to be the |last witness today and | understand there

is no cross for M.

ask that he be put on the stand now ahead of

M. Prescott so that
accept abl e.
JUDGE HAYNES:

MS. CARDONI :

Bri dal any | onger,

he can be excused

but

woul d

if that's

That is acceptable.

So at

Rick Bridal to the stand.

JUDGE HAYNES:

THE W TNESS:

JUDGE HAYNES:

Good afternoon, WM.

Good afternoon.

Pl ease raise your

(Wtness sworn.)

JUDGE HAYNES:

Thank you

right

Bri dal .

hand.

this time, Staff would call
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RI CHARD W BRI DAL, 11
called as a witness herein, having been first duly

sworn, was exam ned and testified via video as

foll ows:
DI RECT EXAM NATI ON
BY
MS. CARDONI :
Q Pl ease state your full name for the record

and spell your | ast nane.

A Just so you know, you are breaking up a
little bit. |'m having a little bit of difficulty
hearing you. My name is Richard W Bridal, II
spelled B-r-i-d-a-1I.

Q VWho is your enployer and what is your

busi ness address?

A [11inois Comerce Comm ssion, 527 East
Capital Avenue, Springfield, Illinois 62701
Q What is your position at the Illinois

Commerce Comm ssion?

A "' m an accountant in the Financial Analysis
Di vi si on.

Q Did you prepare written exhibits for
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subm ttal in this proceeding?

A Yes.

Q Do you have before you a document marked
for identification as I CC Staff Exhibit 2.0
consi sting of a cover page, a table of contents,
15 pages of narrative testinmony, Schedules 2.01,

2.02, Attachments A and B and is entitled, The Direct

Testimony of Richard W Bridal, 117?
A Yes.
Q Did you prepare that document for

presentation in this matter?

A Yes.

Q Do you have before you a document marked
for identification as I CC Staff Exhibit 6.0
consisting a cover page, a table of contents, four
pages of narrative testinony and Schedule 6.01

entitled, The Supplemental Direct Testinony of

Richard W Bridal, 117?
A Yes.
Q Did you -- does that also include

Attachment A, M. Bridal?
A Yes, it does.
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Q Did you prepare that document for
presentation in this matter?

A Yes.

Q Do you al so have before you a docunent
mar ked for identification as ICC Staff Exhibit 8.0
consisting of a cover page, a table of contents,
38 pages of narrative testinmony, Schedules 8.01, 8.02

and Attachnments A through J and is entitled, The

Rebuttal Testimony of Richard W Bridal, 117?
A Yes.
Q Did you prepare that documents for

presentation in this matter?

A Yes.

Q Do you have any corrections to make to
staff Exhibits 2.0, 6.0 or 8.07?

Q | do. | have two corrections to make to ny
rebuttal testinony, Staff Exhibit 8.0. The first
correction appears on Page 5 on Line Nos. 121 through
122. There, | identified Document No. 13-0321 and
the correct reference should be Docket No. 13-0318?

Q Do you have any other corrections?

A Yes. The second correction appears on
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Page 17 in Footnote 21. There, the footnote reads,
Id at 18 and that should say, ComEd Exhibit 2.0 at
18.

Q Thank you

Wth these corrections, is the
information contained in Staff Exhibits 2.0, 6.0 and
8.0 true and correct to the best of your know edge?

A Yes.

Q And if | were to ask the same questions as
set forth in Staff Exhibit 2.0, 6.0 and 8.0, would
your responses be the same today?

A Yes.

MS. CARDONI :  Your Honors, | nmove for the
adm ssion into evidence of Staff Exhibits 2.0, 6.0
and 8.0 and all of the attachments and schedul es. |
note, for the record, these documents were filed on
e- Docket July 1st, July 16th and August 14th of 2014,
respectively.

JUDGE HAYNES: Thank you.

|s there any objection?
MR. RI PPI E: None.
JUDGE HAYNES: Hearing none, those exhibits are
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adm tted.
(Wher eupon, Staff
Exhi bit Nos. 2.0, 6.0 and 8.0
were admtted into evidence.)

MS. CARDONI : Thank you

JUDGE HAYNES: Thank you, M. Bridal.

MR. RIPPIE: Your Honors, as we nmentioned
earlier, there will be some exhibits moved into the
record containing data request responses of, at
| east, two staff witnesses and with your perm ssion,
we'll be doing that tomorrow after the electronic
docunents are filed as well as M. Brosch and
M. Effron.

JUDGE HAYNES: That's acceptable.

MR. RIPPIE: Thank you.

JUDGE HAYNES: Are we going ahead with another
wi t ness?

MS. BARRETT: Your Honors, | need to make an
appearance for the record. Ronit Barrett fromthe
law firm of EimerStahl, LLP, 224 South M chigan
Avenue, Suite 1100, Chicago, Illinois 60604.

And ConmEd would like to call its next
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witness, M. Gary Prescott.

JUDGE HAYNES: Good afternoon, M. Prescott.

Pl ease raise your right hand.

(Wtness sworn.)

GARY PRESCOTT,
called as a witness herein, having been first duly
sworn, was exam ned and testified as follows:

DI RECT EXAM NATI ON

BY

MS. BARRETT:

Q M. Prescott, would you state and spell
your full name for the record.

A Sur e. My name is Gary A. Prescott, that's
spelled Ga-r-y, A Last name Prescott,
P-r-e-s-c-o-t-t.

Q And by whom are you enpl oyed?

A | ' m enpl oyed by Exel on Busi ness Services
Conpany.

Q And what is your position there?

A |'m the vice president of Corporate
Conpensati on.

Q Have you offered written testimony in this
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proceedi ng?

A | have.

Q The first piece of testimony 1'd like to
draw your attention to is marked as ConmEd Exhi bit
18. 0 Revi sed. It's entitled, Revised Rebuttal
Testimony of Gary Prescott, Vice President, Corporate
Conpensation on behalf of Comonweal th Edi son
Conmpany. It consists of 14 pages of questions and
answers and an attached is Exhibit 18.1.

s this your rebuttal testinony in
this proceedi ng?

A It is.

Q Was this prepared by you or under your
direction and control ?

A Yes.

Q And is it true to the best of your
knowl edge and belief?

A Yes.

Q If I were to ask you the same questions
t oday, would your answers be the sane?

A They woul d.

MS. BARRETT: Your Honors, ComEd Exhibit 18.0
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Revi sed was filed on e-Docket on August 26th 2014 and
bears the e-Docket Serial No. 218161.

Exhi bit 18.01 was filed on e-Docket on
July 23rd, 2014 and bears the e-Docket Serial No.
216810.
BY MS. BARRETT:

Q The second and | ast piece of testinmony that
|'d Ilike to call your attention to is ComEd Exhi bit
31.0 and it is entitled, Surrebuttal Testimony of
Gary Prescott, Vice President, Corporate Conpensation
on behalf of Commonweal th Edi son Conpany. | t
consi sts of 7 pages of questions and answers.

s this your surrebuttal testinony in
this proceeding?

A It is, yes.

Q Was it prepared under your direction and

control ?
A Yes.
Q Is it it true and correct to the best of

your knowl edge and belief?
A Yes, it is.
Q And if | were to ask you the same questions
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t oday, would your answers be the sane?

A Yes, they woul d.

MS. BARRETT: Your Honors, this document was
e- Docket filed on August 21st, 2014 and bears the

e- Docket Serial No. 218041. | hereby move these

ConmEd exhibits that |'ve described into the record.

JUDGE HAYNES: Any objection?
(No response.)
Heari ng none, those exhibits are
adm tted.

(Wher eupon, ConEd

Exhi bit Nos. 18.0 Revised, 18.01 and

31.0 were admtted into evidence.)

MS. BARRETT: And M. Prescott is avail able for

Cross-exam nati on.
JUDGE HAYNES: Okay. The AG?
MR. DOSHI: Thank you, your Honor.

CROSS- EXAM NATI ON

BY
MR. DOSHI
Q M. Prescott, good afternoon.

A Good afternoon.
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Q My name i s Sameer Doshi . " m an attorney
in the Attorney General's Office and | have some
questions for you about your rebuttal and surrebuttal
testinony, if you don't m nd.

|'d Ilike to start with your
surrebuttal which is Exhibit 31.0. Can you pl ease
turn to Page 3? And at Lines 51 to 56 -- that's on
Page 3, you state that -- and you're referring to
| anguage from-- from Section 16-108.5(c)(4)(A) of
the Public Utilities Act which actually appears --

MS. BARRETT: | " m sorry, could you give the
witness a nonment? He was in his rebuttal testinmony.
You are referring to surrebuttal; correct?

MR. DOSHI : Correct.

THE W TNESS: Go ahead, pl ease.

BY MR. DOSHI

Q So at Lines 51 to 56 on Page 3, you refer
to statutory | anguage that you quote on Page 2 from
Lines 36 to 42 which is Section 16 -- it's an excer pt
from Section 16-108.5(c)(4)(A) of the Public
Utilities Act.

The statutory | anguage you quote has
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two sentences or a partial sentence and a full
sentence. The first and partial sentence -- | guess
| should say the partial first sentence refers to
incentive conmpensati on expense based on the

achi evement of operational metrics.

And in the second sentence in that
statutory | anguage on Page 2 refers to incentive
conmpensati on expense based on net inconme or
affiliates earnings per share.

And then getting back to Page 3, Lines
51 to 56, you say, The award created under the first
sentence of the statute is greater than the award
arguably cal cul ated under the second sentence and |
believe you're referring to Comed's 2013 incentive
conmpensation pay; is that correct?

A That i s.

Q Can you explain what you mean by the term
"awar d" ?

A Wth respect to the answer on 52 through
567

Q Yes.

A What this refers to is the amount of award
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earned based on the customer focused operational cost
control metrics. That's the first sentence.

Q So if I could interrupt, would that be --
under the | anguage of ConEd's as AIP, would that be
t he Conpany performance multiplier?

A Yes.

Q Okay. And then please continue.

A And in reference to the second sentence or
t he second portion of that -- of the ElI MA statute
listed there, if the award cal cul ated on those --
what we believe to be perm ssible metrics -- based on
cost control and operational metrics, this is really
referring to the fact that the second sentence
doesn't really contribute anything toward the award
amount. The award amount is determ ned based on the
conponents, the performance, how well the enpl oyees
achi eve agai nst those eight objectives that are based
on cost control and operational goals.

Q Okay. Thank you. If I mght cut you off?

MS. BARRETT: |"d rather you didn't cut him
of . | think he may have been done, but if he's not,
pl ease | et him finish
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MR. DOSHI : Okay.
THE W TNESS: So | guess the long way around to
t he answer on your question is, the award that we're
referring to here is funded based on achi evenent of
t he eighth operational and cost control metrics.
Anything that's related too any ot her
l[imter is an after thought, it's a second step in
the process of the actual determ nation of what gets
pai d out.
BY MR. DOSHI
Q Okay. Thank you
So I'mgoing to try to restate what
you said. By "award," you're referring to the
Conpany performance nmultiplier that's determ ned with
reference to ComEd KPIs; is that correct?
A No, that's not correct.
Q Does the actual AIP payout -- or are you
referring to the actual AIP payout as an award under

the term nol ogy under your testimony?

A When we -- when we talk about the actual
award, there's -- it's an algebraic equation, if you
will, and it starts off with a person's base sal ary
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and then there is a percentage of base salary, that's

called the target opportunity that's multiplied

against that. There is a conpany multiplier

what is driving the funding of t

Conpany mul tiplier

based on achi evenent

cost control metrics that

is a weighted payout

he awar d. That

agai nst the eight operational

are perm ssible and the

which is

percent age

pl an was specifically designed to reward performance

related to how wel |

we performed for custoners.

Then there i s an

i ndi vi dual

performance multiplier which I believe Christine

Brinkman testified to already and that's applicable

to non-represented enpl oyees t hat

pl an.

That's the actual

equation. That's

the piece that comes through and determ nes the

payout .

The second step in that process is

there is a limter

Sometimes it's not.

put in the plan design.

incentive design

appli ed.

l[t's a -- |

coul d poi nt

It's the Hall mar k of

participate in the

i f

Sonetimes it's applied.

t's alimter that's

to non-utilities

a good
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t hat actually put prograns

this feature in because what
incentive design space is make sure that
create unintended consequences with your

You don't want to reward the wrong behaviors and

i ke --

that's the purpose of putting that

t hat actually put

you want to do in

you don't

rewar ds.

feature in there.

| just want to make that really clear for everybody.

That's really what it comes down to.

Q Okay. Thank you

' m going to ask you a question |

asked M ss Brinkman a few m nutes ago. Did the

sharehol der protection feature in 2013 reduce ComEd's

actual incentive conpensation expense bel ow what

woul d have been if, hypothetically,

shar ehol der protection feature?

A "' m not an accountant, Sso

talk to whether something would be an expense or

it

there were no

| really can't

Q What if | substitute the word "award"

gquestion?

A Rest ate your question for

Q Did the sharehol der

2013 reduce ComEd's actua

pai d out

me, pl ease.

i ncentive

not .

in my

protection feature in
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conmpensation award bel ow what it would have been

hypot het

feature?
A
Q
A

i nvoked

payout,

i ncentiv
origi nal
determn
cust omer
These we

f ocus an

plan that's really a reflection of the fact

ComEd is
receive
ConmEd be
terms of

exanpl e.

ically, there were no sharehol der

We're tal king about 2013 in particular?

Yes.

Okay. The 20- -- in 2013,

the limter

if,

protection

was

and it curtailed the final determ nation of

but there's really a strong difference here.

That did not fund any type of

e in this process, that the funding of

award before any limter was

i nvoked is

ed on customer -- performance agai nst

goals focusing on reliabilit

re -- these are inportant goals,

d that's really the intent of

The imter is something that's put

y, safety.

customer

t he pl an.

t hat

part of a |arger company and ComEd does

-- that custonmers do receive the benefit

ing part of a |larger conpany

the

in

of

just along in

econom es of scale in the supply chain,

So that's really where that

goes.

for
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Q So if you don't mnd, 1'd like to know
whet her your answer is affirmative or negative to ny
guestion of whether the sharehol der protection
feature in 2013 reduced actual ComEd AIP award or
actual AlIP payout bel ow what it would have been if,
hypot hetically, there were no sharehol der protection
feature?

MS. BARRETT: Obj ecti on. | think he did answer
t hat at the beginning of his answer.

MR. DOSHI : Would M. Prescott mnd restating
whet her the answer is "yes" or "no" because | wasn't
sure.

THE W TNESS: The shareholder limter by
design, the Ilimter caps the award at a certain
| evel . In the case in 2013, performance agai nst the
customer - based goals produced a percentage payout of
140.4 percent. Applying the limter to that, the net
effect was that that amount that was originally
funded came down to 124. 4. So if -- moving from
140.4 down to 124.4 is how you are doing to define,

did it reduce the award, then my answer would be yes.
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BY MR. DOSHI
Q Okay. Thank you
On Page 4 of your surrebuttal at Line
78 to 79, you state that the threshold element -- |
think that refers to an EPS | evel under the
shar ehol der protection feature -- the threshold
element is a safety measure that would only come into
play as a result of an extraordinary financial event.
Do you see that?
A Yes.
Q My question is: How does Exel on
corporation or ConEd determ ne those particul ar
| evel s of EPS threshold and target under the
sharehol der protection feature and -- |I'Il just |eave
it at that?
A So is your question how is the EPS
performance scal e devel oped - -
Q Yes.
A -- in a given year when it applies to
incentive?
There is a very lengthy and invol ved
process that | ooks at budgets it |ooks at projected
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revenues, it |ooks at expected performance. It's the
same process the Company goes through when it
communi cat es earnings guidance to the investnent
community. So there is a correlation of where a
target is established with respect to the earnings
per share incentive scale and what gets communi cat ed
to the investment community for -- for guidance.
The the range around that is based on

a number of modeling features that involves | ooking
at probabilities, |ooking at actual ratios of how
much of earnings should go toward incentive, it's a
fairly sophisticated model. It's not science, it's
not art, it's a little bit of both.

Q Okay. Thank you

I n any given year when Exel on

Cor poration or ConEd sets the threshold EPS | evel
under the sharehol der protection feature, do you know
what probability does Exelon assign to that threshold
| evel of EPS?

A An incentive design, in general -- and
consi stent at Exelon -- you generally -- when you're
establishing a range, you |l ook at threshold being
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approxi mately achi evable 90 percent of the tinme. You
| ook at hitting your target 40 to 50 percent of the
time and you | ook at achieving maxi mnum 10 percent of
the time.

Now, those nunbers are general
numbers, that's what we begin wth. It's sort of a
starting point; but, you know, that's just all part
of the nature of the art of the modeling that goes
into it, that's just one feature in there with
respect to probability.

Q Okay. Thank you

At Lines 84 to 85 on Page 4 in your
surrebuttal, you state, ConEd intends to amend the
plan. Where you say that, are you -- |I"'Ill just ask,
how does ConEd plan to amend the plan?

A That's premature at this point to discuss
what we're going to do. W have a Conpensation
Commttee charter that guides the Board on how
different commttees within there actually perform
and have their authority del egated. The Conpensation
and Leadership Devel opment Comm ttee actually is the
one that determ nes what the awards will | ook |ike.
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Now, what ny job is and senior

| eadership's job is is to put together different
models. We do this every year and we take all
factors into consideration. As anyone who has
foll owed our record year over year, we have every
year tried to accommodate and focus -- pinpoint focus
our incentive plans on customer goals in order to
incent our employees to do what's best in that space
and that's why we fund goals with -- we fund the
annual incentive with customer performance goals.
The limter is just something that comes in after the
fact.

Q Okay. Thank you

Ri ght now it's |ate August 2014.

Under the bylaws or other corporate rules of Exelon
Cor poration and ConEd, is it too late to potentially
or hypothetically renove the sharehol der protection
feature from ComeEd's AIP for 20147

A The Conpensation Commttee and its charter
has the authority -- the ultimate authority to decide
what incentive awards will be paid at the end of the
year and how they' Il be paid. That's something that
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every conmpany has,
compensation for
t hat | ogic and say,

feature be renoved? At any time the plans can be

modi fied if

don't

year,

t he busi ness situat

see that happeni ng here,

payout

Conpensation Comm ttee could renove or

Q

Coul d the sharehol der

as a del egated authority to their
any public conpany. So, to extend

protection

ion calls for that. [

but at the end of

t is the Comp Comm ttee that decides what

percentage ultimately is.

Okay. Thank you

shar ehol der

A

It'

So it's -- is it

possi bl e that the

protection feature for 20147

s possible they could take that

the

the

di sabl e the

route.

It's possible they could keep it in. It's possible

t hat they could make a change,

but probability and

when you're trying to run a Fortune 100 corporation,

it's not

m d-stream

wise to do that -- to

It's just something you try to avoid

froma practical standpoint.

st at e,

Q

Okay. Thank you

That

modi fy programs

Al so on Page 4 of your surrebuttal

ConEd al so does not

wi sh to continue

you
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chasing regulatory interpretations that are
acceptable in one year, e.g. 2012, and unacceptable
in the next year e.g. 2013.

Are you contendi ng that the
shar ehol der protection feature in ConEd's 2012 AIP
was a contested issue in a Comm ssion proceedi ng and
t he Comm ssi on approved it?

MS. BARRETT: | " m sorry, could you define
"contested"? |I'm not sure what the wi tness knows
what you mean in this context.

BY MR. DOSHI

Q | guess by "contested issue,"” | mean
parties other than ComEd challenged it in briefing in
t he Comm ssion proceedi ng.

A "' m not sure | can answer that question not
being a party to that in prior years.

Q So what is your basis for believing that
there was a regulatory interpretation in 2012 -- or
relating to the year 2012 that the sharehol der
protection feature was acceptabl e?

A Through the -- in the statute that we had
in place, the goal -- the focus of the goals are on
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the goals that we point to in the statute and focus
on the customers, the awards are funded based on
t hose goals as |I've testified and we have adopt ed,
time and again, the incentive design to enbrace the
direction of the Comm ssion and others who have
wei ghed i n.
Q Okay. Thank you

l'd like to turn now to your rebuttal
testimony, Exhibit 18.0. On Page 4, Line 62, you
state that, ConmEd sets total conpensation at |evels
that allow it to remain conpetitive with conparable
conpanies. This allows ComEd to conpete in the
mar ket pl ace to attract and retain qualified
personnel ?

A M- hmm

Q Do you see that?

A Yes.

Q Hypot hetically, if all of the pay at risk
under ComEd's AIP were instead made guar anteed based
salary --

A M- hmm

Q -- would that make ConEd's pay package for
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perspective enpl oyees nore attractive than it is now?

MS. BARRETT: | "' m going to object. | don't
know t hat he knows what is and is not attractive to
ConEd enpl oyees.

MR. DOSHI : At Line 63 of M. Prescott suggests
that ComEd's conpensation is designed to conpete in
t he marketplace to attract and retain qualified
personnel. So it sounds |ike he has some know edge
of what's attractive to enpl oyees.

JUDGE HAYNES: Overrul ed.

THE W TNESS: So restate your question, please.
BY MR. DOSHI

Q My question was, hypothetically, if all pay
at risk pursuant to the AIP were converted to
guar ant eed based sal ary, would that make ConEd's pay
package for perspective enployees nore attractive
than it 1s now?

A Well, it's really to say what people would
find attractive in a definitive sense here. If we're
tal king hypotheticals, all nmy training in 25-plus
years of doing conpensation, there is a risk reward
profile that you want to build into the pay package.
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Conmpanies with which we conmpete for talent do the
same t hing.

If we come out and we don't offer an
upsi de opportunity for exceeding, in this case,
customer goals, we | ose out on an opportunity to
attract those people to our conmpany. Peopl e who work
for us if they, say, they |l ook at their conpensation
they is a see, it doesn't matter whether | exceed ny
obj ectives or not, I'"'mgoing to be paid the sane
thing, it follows in the space that people could be
| ured away. The ones who want to exceed their
obj ectives focusing on custonmers will go to conpani es
t hat actually have an upside opportunity. That's the
t heory behind it.

Q Thank you

Do you know under the current ComEd
AIP -- or let's say under the 2013 ConmkEd Al P, after
consi dering the Company performance nultiplier and
i ndi vi dual performance multiplier, what is the
maxi mum percent age of base salary that an enpl oyee
could theoretically earn under the AlIP?

A It's dependent on the |evel of the
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position.

Q Okay.

A Every one has a target opportunity. | f
it's -- if someone's target opportunity, let's just

just for, again, hypothetical, say their target
percentage is 20 percent, they have the opportunity
to get any where from zero to 40 percent of base pay.
So we have a payout scale that goes from 50 percent
of their target opportunity at threshold; 100 percent
at target; 200 percent when they are at the

di stinguished | evel of performance.

So | don't know if that answers your

guesti on.
Q So if I understand it, if somebody were at
di stingui shed | evel -- now, does distinguished |evel

refer to the Company performance multiplier or
i ndi vi dual performance multiplier?

A It refers to the Company performance
mul tiplier, the |level of of achievement agai nst
customer goals in ComEd.

Q Okay. So if the Company performance
mul tiplier were at 200 percent -- let me ask a

271



10

11

12

13

14

15

16

17

18

19

20

21

22

di fferent question.
What is the maxi mum percent age of
i ndi vi dual performance multiplier?

A The maxi mum percentage of i ndividual
performance multiplier is 120 but it is subject to a
zero sum pool . So, theoretically, hypothetically, if
you had two enpl oyees paid the same, both with that
20 percent incentive target opportunity, if you
wanted to give one 5,000 nmore -- without doing the
mat h what ever that percentage is -- you have to take
5,000 away from someone el se. So it's a zero sum - -

Q Okay.

A -- that occurs with individual performance
mul tiplier.

Q Okay. So would it be correct to say that
t heoretically an enployee could earn as nmuch as their
base salary, | should say to be gram -- his or her
base salary tinmes the 200 percent Conpany performance
mul tiplier times the 120 percent individually?

A No. The 200 percent is a hard cap.

Q Okay.

A So the combination of your performance
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agai nst of the customer goals multiplied times your
i ndi vi dual performance multiplier cannot exceed 200
errs of your target opportunity.

Q Oh, okay.

A So in that exanple | gave you of someone
with a 20 percent target, the nost they could receive
woul d be 40 percent in any regard.

Q Okay.

A 200 percent of 20.

Q | see. Okay. Okay.

So the maxi num an enpl oyee could
receive --

MS. BARRETT: Bef ore you ask anynmore questions
on this line I'm going to object on rel evance. | t
seems to me this is going toward attacking incentive
compensation generally and | don't believe that's the
position of any party in this case. Per haps you can
tie it to the issues in this case, but right now I
can't see that.

MR. DOSHI : Let me ask a different question.

BY MR. DOSHI
Q Does the sharehol der protection feature
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operate to make the achievement of -- let me
rephrase.

Does the sharehol der protection
feature operate to make an enpl oyee's actual receipt

of AIP incentive conpensation for any given year |ess

certain?
A What was that |ast word? Less?
Q Less certain.
A Oh, less certain?
A That's difficult to say because you have to

|l et the year play out and that includes performance

agai nst those operational goals and they get nmeasured

on 12/ 31 of the calendar year. So the certainty is
never 100 percent there until the year is conpl eted.
Q Do you know on what date the Exelon non-gap

EPS that's used in the calcul ation of the sharehol der
protection feature for a given AIP year is
determ ned?

A Generally, yes.

Q What is the date?

A The date tends to be -- for internal

peopl e, internal purposes, it tends to be about the
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third week of January followed shortly thereafter

t hen public disclosure. As a public company, it

di scl oses it's earnings performance. The issue is
you can't release that information to enmpl oyees until
you release it to the public because that would turn
everybody into insiders in the process.

Q Okay. Thank you

So it sounds like APls, for purpose of
t he Conpany performance nmultiplier, are determ ned as
of December 31 and Exel on EPS for purposes of the
shar ehol der protection feature is determ ned, | think
you said, the third week of January?

A Approxi matel y.

Q Okay. So would it be fair to say that
during those first few weeks of January, enployees
have sonme uncertainty about what their actual AIP
payout will be because they don't yet know what the
Exel on EPS for purposes of the sharehol der protection
feature would be?

A There is a period of time there in January.
The customer goals don't just roll up on
Decenber 31st either. It takes time to track all
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those metrics and pull it all in, so there is that
peri od of uncertainty between when you | ook at the
the imter and when you | ook at the final conpany
performance nmultiplier. They're very close in time.

Q Woul d you say that the sharehol der
protection feature is -- |let me rephrase.

Woul d you say that Exelon EPS is a
vari able that may partly determ ne actual incentive
of conpensati on payout?

A It is a factor that limts payouts.
Q Okay. Thank you

Woul d ConEd' s conmpensation m x be
more -- be nore attractive to retained qualified
personnel as you've alluded to at Line 63 and 64 of
of your rebuttal if, hypothetically, there were no
shar ehol der protection feature?

MS. BARRETT: Objection. | think he's asked
and answered this.

JUDGE HAYNES: Can you restate the question?

MR. DOSHI : My question was: Whuld ConEd' s
conmpensation m x be nmore attractive to retained
qualified personnel if, hypothetically, there were no
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shar ehol der protection feature.

THE W TNESS: No.

JUDGE HAYES: Sustained. You don't have to
answer .

THE W TNESS: Thank you.

BY MR. DOSHI

Q M. Prescott, | have -- | know |I've gone
10 m nutes |l onger that |'ve prom sed. | have two
mor e questi ons. On Page 11 of your rebuttal, at
Line 208 -- I'"'m sorry, at Line 213 you state -- the
gquestion, Has ConEd sought recovery of the portion of
BSC' s AIP based on EPS -- and | believe BSC refers to
Exel on Busi ness Services Conpany; is that correct?

A Correct.

Q And then your answer is, No, in accordance
with the Comm ssion order in Docket 11-0721, ComEd
has removed that portion of AIP fromthe revenue
requirenment.

Do you see that?

A Yes.

Q My question is, of the portion of BSC s AIP
t hat has been included in ComEd's asserted revenue
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requi rements, does the sharehol der protection feature
apply to that?

A Yes, it does.

Q Okay. Thank you. And | have one nore
guesti on.

Can you turn to Page 8 of your
rebuttal testinony at Line 146. The question is,
M. Brosch clains that the two plans, Exelon AIP and
ComEd AIP are one in the same; is that accurate?

Your answer is, No, they are separate
pl ans.

Now, |'m going to hand you a copy of
AG Exhi bit 3.6 which consists of the Conpany's data
request response to AG 7.06 as well as the Company's
response to data request 9. 06.

JUDGE HAYNES: s this an attachment to
M. Brosch's testinmny?

MR. DOSHI : Yes, it is, your Honor. lt's in
the previously e-filed record -- or | shouldn't say
record, but it's been e-fil ed.

MS. BARRETT: Wait. Just a second. ' m not

sure what we've been given here.
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MR. DOSHI: This is AG Exhibit 3.6 which
consi sts of the Conmpany's response to data request
AG 7.06 along with attachments and the Conmpany's
response to data request AG 9. 06.

MS. BARRETT: Okay. And just for
clarification, M. Prescott, has not been designated
as the witness responsible for AG 7. 06. | don't know
if that will affect your questioning.

JUDGE HAYNES: So go ahead and | ay a
f oundati on.

MR. DOSHI : Okay. Thank you.

BY MR. DOSHI

Q So at -- in your rebuttal testimny at
Line 148 you state that they are separate plans
"they," being Exelon AP and ConmkEd Al P?

A M- hnm

Q My question is: | f you could reviewthe
attachment to data request response AG 7.06 which is
included in AG Exhibit 3.6 that | handed to you and
the attachment is, | believe, the Exelon AP formal
pl an document, can you confirm that?

A Okay.
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Q Can you confirmif that document included
in AG Exhibit 3.6 is the Exelon AIP formal plan
docunment ?

A It resembles it if not it is.

Q Okay. Thank you

Has t he Conpany provided any ComEd AlIP
formal plan document simlar to that Exelon AIP
formal plan document you have there?

MS. BARRETT: | "' m not sure the wi tness knows
everything that ComEd has produced in this case.

MR. DOSHI : Okay. "1l phrase it differently.
BY MR. DOSHI

Q Does there exist a Comed AIP formal plan
document simlar to that Exelon AIP formal plan
docunment that you have there?

A | don't believe there is one. This
document is intended to function as an umbrella
document that covers the plans that are in place at
t he vari ous operating conpani es. It's really nore
for legal efficiency than it is all really in one
document because of the simlarities and really the

need to try to keep things even across the
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enterprise.
Q Okay. Thank you

So the ComnmEd

Al P gui debook t hat

M ss Brinkman provided as ComEd Exhibit 2.01, is that

the only document describing the ComEd Al P?

MS. BARRETT: If the witness is famliar with

t hat exhibit, I don't know if you have it handy, if

you could show it to him

MR. DOSHI : Do any of
t hat handy?

MS. BARRETT: You are
s that what you said?

MR. DOSHI : 2.01.

BY MR. DOSHI

t he ComEd counsel s have

wanting Brinkman 2.017?

Q My question is, is that docunent the
only --

MS. BARRETT: Ils this what you want to ask hi
about ?

MR. DOSHI : Yes.

BY MR. DOSHI

Q -- the only document that describes or

governs the ComEd Al P ot her

than the Exel on AlIP

m
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formal plan document?

MS. BARRETT: And when you say "the only
docunent that describes" do you mean in the world or
produced in this case? |'m not sure what you're
referring to.

BY MR. DOSHI

Q s it the only docunment that describes the
terms of the ComEd Al P?

MS. BARRETT: Same obj ection. Do you nmean
produced in this case or in existence?

MR. DOSHI : | n existence.

THE W TNESS: Here's what |'m confortable
testifying to because | don't know what exhibit -- |
don't know exi sts. | do know that we do have a ConEd
summary brochure, this is the |level that you give to
the participants --

Q Are you referring to the Exhibit 2.017

A l'mreferring to Exhibit 2.01, yes.

-- so this -- this brochure is handed
out to enpl oyees, made avail able to enpl oyees to
downl oad fromthe Web site so that they understand
the program the terms, the conditions, goals, how
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t he program works on an enpl oyee conmmuni cation |evel,
it's not the |l egal document necessarily.

The unbrella document is that first
one that -- the one is that is the unmbrella, the
| egal docunents that covers all the plans. One --
one | egal plan document, every operating conpany has
a brochure like this, this is separate, specific for
their plan within each op co.

MR. DOSHI : Okay. Thank you.

That's all my questions, sir. Thank
you.

JUDGE HAYNES: Was there other cross?

MS. HI CKS: Your Honors, | do. | have truly
10 m nutes or | ess.

JUDGE HAYNES: Okay.

CROSS- EXAM NATI ON
BY
MS. HI CKS:

Q Good afternoon, M. Prescott. My nane is
Christie Hicks and | represent the Citizens Utility
Board.

|'d Iike to start by directing you to
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your rebuttal testimony, ConmEd Exhibit 18.0 at
Page 14 and if you could | ook at Lines 276 to 283 for
me, please.

A Okay.

Q Now, your position is that in contrast to
t he Annual Incentive Plan or AIP, which provides
i mmedi at e conpensation to enpl oyees, the Long-Term
Performance Plan or LTPP is intended to retain ComEd
pl ease for the long term is that correct?

A Yes, it is.

Q Now my next questions are going to be with
regard to ConEd enpl oyees that are eligible to
receive the LTPP

A Okay.

Q Isn't it correct that those ConEd enpl oyees
accrue vacation time based on service with the
conpany?

A It is true that all enmpl oyees accrue
vacation time, yes.

Q And the rate of their accrual is dependent
upon the length of their enployment?

A At certain mlestones of service, all
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enpl oyees receive additional vacation. It's a
conmpetitive practice that we follow in order to
attract and retain enployees to the conpany. It's
very consistent and right in the m ddle of what other
conpani es provide to their enployees.

Q Okay. My questions aren't about what any
ot her compani es provide. " m just specifically
aski ng about ComEd's practices.

Now, enmpl oyees with one to four years

of service accrue 11 vacation days per year; is that
correct?
A Correct.

Q And enpl oyees with 30-plus years of service
with ComEd, accrue about 30 vacation days per year;
is that correct?

MS. BARRETT: | s there something you are
referring to? He's not sure. He testified to --

BY MS. HI CKS:

Q Sur e. |'mreferring to the response that
you provided CCI 1.02?

MS. BARRETT: Yes. He doesn't have it, if you
could just show it to him
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MS. HI CKS: | can. | didn't intend to need to
introduce it but | can provide that. | can pass it
out if need to introduce it.

BY MS. HI CKS:
Q Does that refresh your recollection?
A Yes, it does.

Q So ComEd enpl oyees with 30-plus years of

service accrue 30 vacati on days per year; is that
correct?
A Correct.

Q And isn't also correct that ConEd enpl oyees
receive gifts upon receiving mlestone service dates?
A It is true that we have a Service Award
Program correct.

Q And that service -- I'"'msorry, you call it
it a Service Award Progranf?

A Service Award Program vyes.

Q Okay. And t hat program provides gifts of
nom nal value on mlestone service anniversaries?

A That's correct, |less than $100 in val ue.

Q And isn't it also true that ConEd retiree

medi cal benefits are based on age and | ength of
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service with the company?

A It is true that we do have a retiree
medi cal plan that requires age and service in order
to qualify for it, yes.

Q There's a length of service conponent?

A Length of service and age, yes.

Q Okay. And there is a | ength of service

based component to the pension benefit that certain

ConEd enpl oyees are eligible for as well; is that
correct?
A If hired by a certain date, yes.

Q Okay. The amount of AIP conmpensation that
an enpl oyee receives in a given year is not dependent
upon the anmount of LTPP conmpensation that the
enpl oyee receives that year; is that correct?

MS. BARRETT: |"m sorry, could you are clarify?
Are you tal king about percentages of compensati on or
actual dollars?

MS. HI CKS: Dol | ars.

THE W TNESS: The pl ans operate independently.
BY MS. HI CKS:

Q So the anmount -- the dollar amount that an
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enpl oyee receives under AlIP does not affect the
doll ar amount that they will then receive under LTPP;
is that right?

A That is correct.

MS. HI CKS: | have no futher questions?

JUDGE HAYNES: Thank you. Redi rect ?

MS. BARRETT: | believe we will have some if we
could just have a few m nutes.

JUDGE HAYNES: Sur e.

(Recess taken.)
MS. BARRETT: We do have redirect
JUDGE HAYNES: Okay. Go ahead.
REDI RECT EXAM NATI ON
BY
MS. BARRETT:

Q M. Prescott, I'd Ilike to ask you a few
guestions on redirect. Going in reverse order in the
guestions that you were asked, M ss Hicks asked you
about certain benefits that ComEd confers on its
enpl oyees based on years of service, vacation pay,
retirement benefits, nomnal gifts after a certain
nunmber of years of service.
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Do you know if these types of benefits

are commonly offered by investor-owned conmpani es?

A They are commonly offered --
MS. HI CKS: ' m sorry. | have an objection to
t hat . | believe it's outside the scope of my cross

and nmy cross was |Iimted specifically to the benefits
t hat ComEd offers and not to what any other conmpany
offers.
In addition, | don't think the

evi dence of the market is relevant to the very
specific questions | asked about the benefits offered
to ComEd enpl oyees eligible for LTPP.

MS. BARRETT: If I may respond. If this
redirect is not relevant, then the direct was not
rel evant either. The --

JUDGE HAYNES: She did -- how about responding
to the she didn't ask about other company's benefits?
MS. BARRETT: The only reason | think that

she's asking these questions is to show that ComEd
doesn't need to provide the LTPP because it would --
which is the long-termincentive conmpensati on because

it provides, you know, a watch after someone has been
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there for 20 years and I'd like to show that other
conmpani es, including her clients, do these sanme exact
things, that to maintain market conpetitiveness, you
have to still offer long-termincentive conmpensati on.
Retiree benefits is not enough.

JUDGE HAYNES: Obj ecti on sustai ned.
BY MS. MS. BARRETT:

Q Let's tal k about sonmething that M. Dosh
asked you. It was on Page 4 of ComEd Exhibit 31 and
he was -- beginning around Lines 85 to 86. He asked
you about chasing regulatory interpretations and --

t hat were acceptable in 2012 and not acceptable in
2013.
Do you recall that?

A Yes.

Q Can you describe the limter that was in
effect in ComEd's AIP in 20127

A The same |imter that was in effect in 2013
was in effect in 2012.

Q And do you know if any AlIP was disall owed
in 20127

A No Al P was disal |l owed.
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Q And did ConEd reach any conclusi ons based
on that Conm ssion decision?

Q As part of our annual review, we determ ned
t hat based on | CC precedent, that inclusion of a
l[imter was prudent and reasonable in the plan and
consi stent with the provisions of EIMA?

Q And M. Doshi al so asked you severa
gquesti ons about cal culating the anounts under the two
sentences that you quote in your testimony from ElI MA

Do you recall that?

A Yes.

Q Can you describe the components of the 2013
Al P award that is earned? |[|'m asking you what you
believe that that earned award -- what conponents
that's based on?

A That is based on the cost control and
operational goals that have been described in
testi nony.

Q And can you descri be the conponents of the
award that's actually paid out?

A It is the same conmponents that determ ne
what gets paid out.
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MS. BARRETT: And | actually have a redirect
exhibit that | would Iike to use.
BY MS. BARRETT:

Q Referring to the exhibit and the
testinony --

MS. SATTER: Excuse me. We need to see the

exhi bit.

MS. BARRETT: "' m sorry. | thought she was
done.

MS. SATTER: No. | think we need to mnute to

take a |l ook at it.
(Wher eupon, ConEd Redirect
Exhi bit No. 1 was
mar ked for identification.)
BY MS. BARRETT:

Q What was the amount of -- roughly the
amount of AIP that was earned by ConEd enpl oyees in
20137

A The anmount that was earned was 66 m | lion.

Q And what does that 66 mllion reflect
achi evement of?

A It is a conposite-wei ghted average of
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performance of each of the goals that are list the
OSHA, SAIFlI -- so OSHA covering safety, SAIFI and
CAI DI covering frequency and duration of outages,
customer operations index, the EIMA index, customer
service and then the cost control measures of O & M
and capital expenditures.

Q And what was the -- roughly the amount of
Al P paid out to ConEd enpl oyees in 20137

A Approxi mately 57.5 mllion.

Q And does that 57.5 mllion reflect
achi evement of?

A The same egiht metrics that are |listed that
are described above.

Q And can you explain how the EPS Iimter
factors into this situation?

A The EPS limter served to reduce awards, to
cap awards to the effect of 8 and a half mllion.

Q Can you think of any other examples where
t he amount of money earned is different than the
amount taken home by enpl oyees?

A | think a great way to illustrate this is
to think about what enpl oyees actually take home is
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based on related to, influenced, however you want to
think of it -- on the income tax rules; but one would
not argue that the Internal Revenue Code determ nes
awar ds.

MS. BARRETT: | have no further questions.

JUDGE HAYNES: Do you have a foll ow up?

MR. DOSHI : Your Honor, | have a couple recross
gquestions, if you don't m nd.

JUDGE HAYNES: Qui ckly.

RECROSS- EXAM NATI ON

BY
MR. DOSHI
Q M. Prescott, I'mgoing to go in reverses

order of the redirect questions.
My first question is, does ConEd's
payroll expense depend in any way on |IRS rules for
i ndi vi dual income tax?
MS. BARRETT: | "' m going to object. He' s
al ready said he's not an accountant and can't really
speak to expenses as you're define them

MR. DOSHI : I'l'l rephrase.
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BY MR. DOSHI

Q When ComEd designs it's AIP or -- I'm
sorry, when Exelon or ConmEd designs the ComkEd Al P,
is -- are RS rules on individual income tax
consi dered?

A They are not. As they vary by individual.

Q Okay. Thank you

Woul d you agree that Exel on EPS was a
factor that entered into the sharehol der protection
feature calculation as it relates to ConEd's 2013
Al P?

A Well, by the nature of the sharehol der
protection feature, it's called an EPS |[imter
sonmeti mes. It is based on EPS performance if we're
tal king about the Ilimter here. If you're talking
about incentive earnings, how awards are funded,
that's -- EPS has nothing to do with that. The
l[imter is based on EPS.

Q Okay. Thank you

Finally, did the Conm ssion make any
explicit ruling in any prior Comm ssion proceeding,
to your know edge, that the sharehol der protection
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feature in ComEd's 2012 AIP was conpliant with
applicable | aw?

MS. BARRETT: | " m sorry, but could you define
"explicit ruling"?

MR. DOSHI : By "explicit ruling,” I mean the
Comm ssion explicitly in I anguage di scussed the issue
of the sharehol der protection feature as it relates
to ConEd' s 2012 Al P.

MS. BARRETT: | f the witness knows, |'m not

sure he's reviewed the order.

THE W TNESS: | can't help you with that.
don't have an answer. | don't know what the
Comm ssion -- stipul ated.

MR. DOSHI : Okay. Thank you.
That's all my recross questions, your
Honor .
JUDGE HAYNES: Great. Thank you.
Redirect?
MS. BARRETT: No, other than I'd |like to move
for adm ssion as ComEd Redirect Exhibit 1, | think.
JUDGE HAYNES: Okay. Obj ection?
MR. DOSHI : No, your Honor.
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JUDGE HAYNES: Okay. ConEd Redirect Exhibit
is admtted.
(Wher eupon, ConEd Redirect
Exhi bit No. 1 was
admtted into evidence.)
And you you need to provide three
copies to the court reporter
MS. BARRETT: Okay.
JUDGE HAYNES: Okay. And thank you,
M. Prescott.
We are continued then until tonorrow

morni ng at 10: 00 a. m
(Wher eupon, an evening
recess was taken to resune

on August 28, 2014 at 10:00 a.m)
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